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Appliance Burner No. L-50. Particularly 
adapted to any long, narrow combustion 
chamber. These units may be assembled 
end-to-end to make a ~~ row of jets, or 
side-by-side to make a bank of burners. 
Will give uniform heat distribution. 
Barber 324-8 


‘ Conversion 
: r with improved 
? trols, ence 
i streamlined \ 


Tested and cx 
by AGA Labo 


a r e ~ under new 
requirements, 


the FINEST You Can Bu 


The record shows that Barber Burner units, for gas appliances of 
kinds, have been given preference for over 30 years by hundred: 
leading appliance manufacturers. In engineering design, laborat 
facilities, and production experience—Barber has what it takes 
provide the most efficient, economical units, properly adapted in s 
shape, and all other respects, to each individual purpose. Bart 

Burners are first choice with gas experts. 


Likewise, Barber Automatic Gas Conversion Burners, tailor-made for all 
naces and boilers, are recognized as TOPS in combustion efficiency and trouble- 
service. No amount of dolled-up appearance or complicated refractory cons 
tion, or "spreaders," has ever been successful in offsetting the superior perfo 
ance of Barber patented Impinged Jets, intense direct flame application, « 
vacuum pre-mixture combustion. For the utmost in gas burner satisfaction— 
can always rely on any product bearing the’ Barber name. 


Write for latest Catalog showing many types of Burners for Appliances, 
Gas Conversion Burners for Furnaces and Boilers, 
Regulators, and Controls. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, ¢ 


BARBER BURNER: 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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0,000 New Kilowatts for 
.. with BaW Stea 


Two new B&W Radiant Boilers give the Miami Fort Station 
Cincinnati Gas & Electric Company an 80,000 kw boost. Their 
steam capacity is 740,000 lb. per hour, at 1300 psi and 960 F. 
new units are coal-fired by B 
Pulverizers. 
This installation, serving 
Unit No. 5, brings to twelve 
number of B&W Boilers 
to date by Sargent & Lundy, 
gineers and Constructors, to pro 
vide the Cincinnati system with 
over 4,000,000 Ib. per hr. of de 


pendable, low-cost steam capacity. 


Tala ; / vam ple 0 f 
I En eimeerine 


Economy 


Sein B&W Boiler ¢ >sigt 
described in the newest e 
“Central-Station Boilers,” 
G-67, now available. 





Miami Fort Station of 
Cincinnati Gas & Electric 
Company where two B&W 
Radiant Boilers were 
recently installed. 








MONG the somber reflections which 
A characterize the mood of autumn is 
the subject of new taxes. Since the out- 
break of the Korean war, the predictions 
of bigger and heavier taxes to come have 
been falling as swiftly as the seared and 
yellow leaves of “October’s bright blue 
weather.” Only last spring, the commu- 
nications and transportation utilities had 
budding hopes of excise tax relief. These 
even flowered into passage of a bill by 
the House of Representatives slashing 
the excise taxes on monthly telephone 
bills, long-distance calls, and plane, train, 
and bus passenger fares. But all that was 
before Korea. Since then, not only have 
these hopes shriveled and died, but we 
have seen new and bigger taxes placed 
upon the statute books. 


AND we haven’t seen anything yet— 
according to the financial Cassandras and 


fiscal Jeremiahs who have been proclaim- 
ing the administration’s point of view on 
how the nation shall “pay as we go” for 
the Korean war and rearmament. The 
chances are that we shall have many new 
excise tax proposals when the President’s 
financial advisers have their say with the 
next Congress. Some of these may well 
find their way into law. 


J. RHOADS FOSTER 
OCT. 26, 1950 
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SIDNEY P. ALLEN 


Ir misery loves company, the telephone 
companies and the common carriers ought 
to have plenty of company by the time 
the Treasury tax experts finish drawing 
their bead on washing machines, vacuum 
cleaners, and other appliances which no 
modern housewife would think of calling 
a luxury. No longer will these utilities be 
bracketed off with such luxury items as 
perfume, mink coats, jewelry, liquor, and 
night clubs, for purposes of excise taxes. 
There will be plenty of tax burdens to go 
around, even to the lowly cake of soap, 
if certain dire prophesies come true. 
A if excise taxes were not enough, the 

threat of excess profits taxes is 
another headache of major proportions 
for the public utility companies. Dr. Roy 
Blough, newest member of the President’s 
Council of Economic Advisers, is laying 
special emphasis on both excise taxes and 
excess profits taxes. He feels that the 
former is one way to beat down inflation 
—by taxing those goods which are likely 
to be in short supply. Items using a lot of 
copper, aluminum, or other scarce ma- 
terials would be prime targets. 


Wzhat the utilities have to fear, how- 
ever, is the possibility that Congress will 
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0, your financing wages attumed.te thetimes? 


@ Scientists once marveled at 
these “Jumbo” dynamos which 
were installed in the first Edison 
Electric Lighting Station in 
New York City. Yet you could 
scarcely visualize them in the 
modern plant of today. 
Financing programs can be- 
come outmoded, too—more 
rapidly than you might think. 
Has your organization an 


up-to-date approach to the 
financial community—a com- 
prehensive program fully 
geared to meet today’s chang- 
ing conditions? 

Specialists in our Public 
Utilities Department will be 
glad to discuss such matters 
with you at any time—are in 
a position to give you expert 
help and guidance. 


IRVING TRUST COMPANY 


ONE WALL STREET 
Capital Funds over $118,000,000 


Wittram N, Enstrom, Chairman of the Board 


NEW YORK 15, N.Y. 


Total Resources over $1,100,000,000 
Ricuarp H. West, President 


Public Utilities Department 
Tom P. Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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8 PAGES WITH THE EDITORS (Continued) 


not make any distinction in excess profits 
tax legislation between regulated utilities 
and nonregulated industries. For decades, 
utilities have had their profits restricted. 
To cram them all down the same taxation 
meat grinder with the unregulated indus- 
tries would be almost certain to cause 
plenty of complications. 


One of the factors too often overlooked 
in taxing public utilities is the fact that 
the people as ratepayers have to carry the 
burden, or most of it. The utility company 
is only the collector for a large part of the 
utility’s tax bill. But this works out to a 
considerable disadvantage for the utility 
consumer, as well as for the utility inves- 
tor. When we get to the point where a 
rate increase of $7 in revenue is necessary 
to yield a single additional dollar in net 
return, the utility tax becomes a mill- 
stone. This point was actually reached, 
under excess profits taxes, as levied dur- 
ing World War II on some public utility 
operations. Such a situation also imposes 
an obvious load on the regulatory com- 
missions. 


THE leading article on the importance 
of utility taxation in this issue comes from 
a well-known financial writer on the 
West coast. He is Stpnry P. ALLEN, 
financial editor of the San Francisco 
Chronicle. He first joined the Chronicle 
in 1933 and has been writing on business 
and financial economics since that time. 
He was appointed financial editor in 1940. 
During World War II he served for a 


ERNEST R. ABRAMS 
OCT. 26, 1950 


short while with the old WPB Office of 
War Utilities in the nation’s capital. 
* * * * 


A* in this issue we are publishing 
the first of several articles on public 
utility accounting from the pen of Dr. 
J. Raoaps Foster, an outstanding au- 
thority in his special field. These articles 
are in the nature of a preview of espe- 
cially selected materials from a forthcom- 
ing volume soon to be published by Pren- 
tice-Hall, Inc. Born in 1906, Dr. Foster 
attended the University of Missouri, 
where he subsequently obtained his PhD 
in political science in 1933. He has also 
served as an assistant rate engineer with 
the Consolidated Edison Company (1933- 
37) and an economist with the New Jer- 
sey Board of Public Utility Commission- 
ers (1937-42). He is presently a member 
of the faculty of New York University 
School of Commerce, Accounts, and 
Finance. 


IN connection with the first instalmem 
of Dr. Foster’s article we have also 
incorporated several paragraphs of ex- 
cerpts from a very excellent introduction 
which has been prepared for Dr. Fos- 
TER’S forthcoming volume. It is the work 
of the nationally known economist, Dr. 
Herbert B. Dorau of the New York 
University faculty. 

a Be, 


| gon utility operations have become 
so technically specialized in recent 
times that the problems of the pioneers 
have become obscured through the years. 
In an article (beginning on page 561) 
Ernest R. ABRAMS, financial and busi- 
ness writer of New York city, has done 
some research on the experiences of some 
of the old-timers, who thought nothing 
of “doubling in brass.” They had plenty 
of troubles in the days when utility op- 
erations were a form. of curiosity and 
when management had to start from 
scratch, with no established techniques 
for a guide. 


THE next number of this magazine will 
be out November 9th. 


A, Catia 
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Courtesy Bettmann Archives 


Done in 2 the time... and at 2 the cost 


, ow girl undoubtedly was one of the first 
“hunt and peck” typists. 


She had to look around this circular keyboard 
for each letter, and then when the letter was 
in position, she’d tap it. 


Modern office machines certainly have made 
strides since those early days. Consider espe- 
cially the electrical devices that now do rou- 
tine figure work in a fraction of the time it 
formerly took. 


This Bill Frequency Analyzer, for example, 
does a remarkable job for public utilities. It 
gives utilities an accurate picture of their 


consumers’ usage data in a few days’ time. 


It analyzes as many as 200,000 bills a day. 
It does the job in 1% the time it would take a 
competent office force. The final cost to the 
utility, too, is halved. 


Wouldn’t you like to know more about this 
Recording and Statistical Corporation service? 


Send for FREE booklet 
“The One-Step Method of Bill Analysis” will 


give you all further details. Why not ask your 
secretary to write for it today. 


Recording and Statistical 
Corporation 


100 Sixth Avenue, New York 13, N. Y. 
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Coming IN THE NEXT ISSUE 


* 


Home Rule and Home Ownership for Federal Multipurpose Projects 


Where can the line be drawn between the national interests and the de- 
velopment of the great natural resources of the West and the right of the 
people living in those areas to conduct their own affairs and pay their own 
way for local benefits? United States Senator Arthur V. Watkins (Republican, 
Utah) is the author of a bill in Congress on this subject. In this article he 
proposes a solution to the old conflict between the western area sentiment 
and the need of Federal aid for such multipurpose developments. 


He Watched the Clouds Roll By 


Less than a half century ago a familiar figure sitting on the roof of electric 
power stations in New York city and*elsewhere was the ‘weather watcher.” 
John P. Callahan, utility news writer of The New York Times, gives us an 
interesting historical vignette describing the colorful figure who once played 
an important part in day-to-day electric utility operations. 


Arranging Neighborly Visits by Utility Consumers 


This is a practical article by a well-known San Francisco lady journalist, Jane 
Eshleman Conant, on the technique developed by a Pacific coast electric 
utility for conducting sight-seeing tours of plant facilities—some at a con- 
siderable distance. The public relations benefits of these "'citizen inspec- 
tions" are becoming better known and appreciated every day throughout 
the industry. 


The Réle of Accounting in Public Utility Regulation. Part Il. 


This is the second instalment of a series of three articles by Dr. J. Rhoads 
Foster, nationally known authority on public utility accounting. It deals 
especially with the troublesome problem of changing dollar valuation. As 
in the earlier instalment, Dr. Foster shows how public utility accounting is 
becoming an end in itself instead of a tool of regulation. 


* 


A lso . « « Special financial news, digests, and interpretations of court and 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, Investors, and others. 
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PUBLIC UTILITY 
PRINTING SPECIALISTS gocernoy 


STATEMENTS 


PROSPECTUSES 


ANNUAL REPORTS 


For more than a quarter of a century, Pandick Press 
has worked closely with utility companies. Our printing 
services to the industry range from highly technical 
legal documents to beautifully illustrated descriptive 
brochures in full color. 

Whatever the nature of your printing requirements, 
we believe you will like the assurance of accuracy and INDENTURES 


highest quality that “Printed by Pandick” brings you. ° 


Pandick Press, Ire. 


22 THAMES ST., NEW YORK 6 Bastiided 1508 71 CLINTON ST., NEWARK, WJ. 




















NCHOR 


CONVERSION 
GAS BURNER 


Anchor with Telescope Tube and Adjustable Base is 
the ideal burner for more than 95% of gas conversion 
jobs. Adaptable to round or square furnaces, gravity 
or forced air, hot water or steam boiler. Easy and 
profitable to install. One size only with simple ad- 
justment to regulate height of burner. Peak per- 
formance with natural, mixed or manufactured gas. 
Easily adapted to L.P. by simply changing a part. 
Fully approved A.G.A. and meets Public Utility regu- 
lations. Approved F.H.A. financing. Full year factory 
guarantee. Keep your stock of floor samples complete. 
Order this Anchor No. G-75-AN today. Full details 
and sketch of adjustments on request. 


ANCHOR DIVISION, STRATTON & TERSTEGGE CO., INC. 
P.O. BOX 311, NEW ALBANY, INDIANA 


























CCaoukelle CEaeke 


“There never was in the world two opinions alike.” 


Excerpt from a report by 
Chamber of Commerce 
of the United States. 


MErRRYLE S. RUKEYSER 
Columnist. 


Tuomas B. McCase 
Chairman, board of governors,‘ 
Federal Reserve System. 


CHARLES LUCKMAN 
Business executive. 


Excerpt from study made by 
Federal Reserve Board. 


WILLIAM GREEN 
President, American Federation 
of Labor. 


Dietrich SCHMITZ 
President, (Seattle) Washington 
Mutual Savings Bank. 
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“‘Public power’ is one way of depriving the public of 
power it would otherwise have! Power shortages seem 
to be by-products of political power monopolies.” 


> 


“The default of the legislature to the executive through 
broad grants of discretionary power is no mere inci- 
dental trend. It lies at the heart of the slow deterioration 
of the American system.” 


ad 


“IT sincerely hope we will have the political courage to 
levy adequate taxes across the board and to economize on 
nonmilitary expenditures of government, and to postpone 
deferrable projects at every level, Federal, state, and 
local.” 


* 


“[We] must make sure that the family of the worker 
understands that, unless his company makes a profit, 
Papa’s pension isn’t worth the paper it is written on. 
Profits and pensions are not only euphonious; they are 
inseparable.” 


v 


“It is as imperative to maintain our economic strength 
as it is to provide for our military strength. Without the 
one, we cannot have the other. Inflation at home can be 
as deadly an enemy as the armed enemy abroad. We 
have to assure success on both fronts. Both require 
sacrifices of all of us.” 


* 


“Now we have learned that if we are to maintain the 
simple principles of freedom and collective bargaining 
we must use another great power of labor besides the 
power to strike. That power is the mobilization of the 
political strength that labor possesses. We must act in 
casting our ballots on the political field just as we act 
in the strike field.” 

* 


. . . it becomes everyone’s job, including the bankers, 
to see that the money we have coming to us at a future 
date is going to be equal to the money we save. Every 
person who has any sort of insurance policy, trust fund, 
bonds, or bank deposits has a job to do: That job is to 
stop any program of governmental overspending that 
ultimately must weaken or sterilize our currency.” 


12 
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ENGINEERED AND CONSTRUCTED BY EBASCO 
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A reservoir 
: of power 
t, This arch dam towering 315 feet above bedrock and 
n. fe or the the adjacent power station were engineered and 
re constructed by EBASCO for the Pacific Power & Light 


PACIFIC — Company. 


Situated on the Lewis River, Ariel, Washington, the 
Merwin hydro-electric project has a generating 
7 N OR TH W ES T capacity of 90,000 kw—providing a vital addition to 
' the Northwest’s huge power pool. Water used by one of 
7 the Merwin units, if operated full load for only 10 
’ hours, would amount to about 1 billion gallons, or the 
” present daily consumption of New York City. 

A semi-outdoor installation—a type in which EBASCO 
has pioneered— Merwin embodies the latest in hydro- 


ee Comer, 





a electric facilities. It is one of four hydro projects designed 
: <tB AS ~ * and built by EBASCO in the State of Washington. 

e * You'll find EBASCO’s engineering and technical skills 
e "ta, cousut* the best solution of your design and construction 

n en ee problems—whether it’s building a dam or expanding 

t & Pensions present plant facilities. To get the job done quickly 


Budget 


ice 
Business Modernization 
Studies 


and efficiently, call EBASCO. 







Purchasing 
Ww for the booklet “‘The Inside Sto Outside Help” describin 

enpeitiog Rates & pg tl EBASCO services avail availa lable” to you. eiseco : 
» ering Pricing Incorporated, Dept. w, Two Rector . New York 6, N. Y. 
e Design & Research 
. Construction ales & 
| mt” ittile = BBASCO SERVICES conn: 

indus H her 
) Relations jethods New York . Cutcaco . Waszincron, D. C. 
t Inspect Taxes ™ . 

& Expediting Traffic Cbasco Deamwork gee Chings clone anywhere en the world 
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14 REMARKABLE REMARKS—( Continued) 


Stuart SYMINGTON 
Chairman, National Security 
Resources Board. 


Rosert W. JOHNSON 
Chairman, board of directors, 
Johnson & Johnson. 


GRAHAM PATTERSON 
Publisher. 


Paut M. Mazur 
Partner, Lehman Brothers. 


EpitorIAL STATEMENT 
The (Washington, D. C.) 
Times-Herald. 


Murray SHIELDS 
Vice president, Bank of 
Manhattan Company. 


Joun L. CoLLyEeRr 
Chairman, B. F. Goodrich 
Company. 


EprroriAL STATEMENT 
The Wall Street Journal. 


OCT. 26, 1950 


“America today is in far greater danger than ever be- 
fore in its history.” 


e ae 


“Should our public lose confidence in the dollar, you 
may be sure price and wage controls will explode.” 


a 


“The use of the term ‘welfare state’ is no misnomer. 
It is a welfare state. But—welfare for whom? Not for 
the taxpayers who foot the bill, but for the hundreds of 
thousands of bureaucrats who are thus provided with 
soft, well-paid jobs.” 


* 


“Business must learn that it lives not by itself but only 
by virtue of an increasing standard of living and that 
it has not only a high moral and social interest but also 
an economically sound vested interest in the improvement 
of the standard of living of American men and women.” 


> 


“The great task ahead is not only to preserve the liberty 
of America in a threatening world, but to preserve Ameri- 
cans from domestic dictatorship, The one danger is no 
greater than the other, and every citizen is called to the 
defense of his country and himself in equal measure 
against both.” 

* 


“We must make full use of all of our resources of 
economic leadership, if we are to eliminate the risk of 
great economic collapse the Communists so confidently 
predict, to assure our people that the powers they grant 
their government in time of emergency will be returned 
to them and to insure the nation against financial collapse 
or ruinous inflation.” 


* 


“Only by increasing productivity per worker by 30 to 
35 per cent during the next ten years will it be possible 
to maintain the greater population at a standard of living 
equal to or better than today’s level. The only answer is to 
provide every American worker with more effective tools 
and methods so that we can produce and distribute in 
vastly increased volume, goods and services for the Ameri- 
can people.” 


* 


“Publicly owned power installations need a market for 
their output. They can create a certain amount of de- 
mand not previously existing within the territories they 
serve; power sold below cost naturally attracts industries 
from outside the field of the subsidized service. But 
they then need wider markets, which they obtain by dis- 
placing the privately owned suppliers of power. And that 
is expropriation, only thinly veiled and not hampered 
by any necessity of fair compensation.” 
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WHETHER YOU'RE putting up new power lines 


©... for low-cost transportation 


POWER: 8 great truck engines—each “Job- 
Rated” for PLUS power. 

ECONOMY: .. . priced with the lowest. “Job- 
Rated” for dependability and long life. 

BIGGER PAYLOADS: . . . carry more without 
overloading axles or springs because of “Job- 
Rated” WEIGHT DISTRIBUTION. 


EASIER HANDLING: . . . sharper turning! Parks 
in tight places. “Job-Rated” maneuverability! 


COMFORT: . . . widest seats . . . windshield with 
best vision of any popular truck. Air-cush- 
ioned, adjustable “chair-height” seats. 


SAFETY: . . . finest truck brakes 
in the industry . . . hand brake 
operating independently on 
propeller shaft on all models 
—'4-ton and up. 


or making emergency repairs, there’s a 
Dodge ‘Job-Rated” truck to save you 
money! 
Your Dodge truck will be “Job-Rated” 
from engine to rear axle to fit the load 
and road conditions of your particular 
~ It will have an engine that’s ‘“‘Job- 
ated” to give you plenty of power with 
top-notch economy. 
Small wonder, then, that you'll save 
money on gas, oil, and upkeep! 
And remember, Dodge ‘‘Job-Rated” 
trucks are priced with the lowest in every 
weight class! See your Dodge dealer 
today ... for a truck that’s “Job-Rated” 
to cut costs! 
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What we really make 





It is faster to 


Hane A WALL 


than to 


PILE IT UP 


Lit LE blocks, say 2’x4°x8" don’t pile up very fast. 
We hang walls up in sizable panels. 
And that is an easy way to understand why 
Robertson's real product is time. 


We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 


is Time 








i 


TUNA IIL! 


Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 
all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, PITTSBURGH, PA. 


* 
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Y en ee . 
Z tlt Lo DELIVER! 


ON THE UTILITY JOBS 


iM gees SR 
ad ; 


And built to keep on delivering cost-cutting perform- 
ance tailored to utility needs for a lifetime of profitable 
service. The proof is in the records of utilities and 

unicipalities across the nation who have standard- 
ized on CLEVELANDS. Many-purpose CLEVELANDS are 

ore usable, handling anything from long lines to 
ticky house services among the trees, poles and nar- 
row clearances of crowded cities. CLEVELANDS move 
quickly on truck or trailer from job to job for new 
scheduling economies. To all this add CLEVELANDS 
built-in higher capacity and their remarkably low 
operating and maintenance costs and you have 
MORE TRENCH—IN MORE PLACES—AT LESS COST. For 
the full story see your local distributor or write direct. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE e CLEVELAND 17, OHIO 
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a 
Condense 6 filing cabinets into 


~~” 


Take Advantage of Proposed New FPC Amendment 
Let Microfilming Save Valuable Space 


Now you can convert much of your dead storage space 
to productive use. Under the proposed amendment to Part 
125 of the FPC General Rules and Regulations, many types 
of records can be destroyed if they are microfilmed. And 
microfilming can save you as much as 98% in filing space! 
You will find it easy and economical to microfilm with 
Film-a-record. It is completely automatic. Remington 
Rand’s exclusive system of Microdex makes it possible to 
file your records right on the film—refer to them later in a 
matter of seconds. Three types of Film-a-record Readers 
are available. You can select either a standard (shown at 
right) or a desk-height film storage cabinet. Both are auto- 
matically humidified. All Film-a-record equipment —as well 
as Remington Rand processing— meets FPC requirements. 
Film-a-record may either be leased or purchased. Or you 
can have your records microfilmed by us—using our own 
machines and operators. Write for complete details. 
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Here’s factual help 
, In setting up your own 


\ Record Retention and 


\Preservation Program 


Included for your guidance in this new Management Controller is: 


A case history of methods employed by a large eastern utility in establishing and 
perpetuating a program for the Retention and Preservation of Records. 


The complete Manual of Operations adopted in 1942 when their new records 


program was put into effect. 


The complete text of the proposed amendment to Part 125 of the Federal Power 
Commission’s General Rules and Regulations. 


ps you can adapt a large part of this utility's 
am to meet your own particular require- 
ts. It complies in every respect with the 
Rules and Regulations of the Federal 
Commission as well as to those of the 

. It was arrived at only after exhaustive 
ies had been made in cooperation with Rem- 





ington Rand. If it does no more than serve as 
a general pattern, this program should save you 
considerable time and effort. 

Ask to borrow this Management Controller. 
There is absolutely no obligation. Just write to 
Management Controls Reference Library, Room 
2594, 315 Fourth Ave., New York 10. 


Mlemington. Fland 


Copyright 1960 by Remington Rand Inc. 
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Supporting 6530 Ibs. of piping 
through 7°38” of vertical travel 





ONLY a Grinnell Constant-Support Hanger 
solves this problem easily, practically 


Provides constant support to piping subject to ver- 
tical movement — in all hot and cold positions. 
Maintains full safety factor in supporting high 
temperature, high pressure piping. Non-resonant 
and energy absorbing. Mass-produced from stand- 
ard precision parts. Individually calibrated for 
each installation. Load-adjustment features incor- 
porated into design. Models to meet entire range 


OYTT YY 
== 


= 


of load-travel specifications. Minimum headroom 
required. 

Believing that a good piping job is too important 
to be jeopardized by improvised or inadequate pipe 
hangers, Grinnell has developed a complete line of 
stock hangers and supports for every piping need 
from a simple water pipe to a high pressure, high 
temperature steam line. Write for Catalog 10-D. 


GRINNELL 


Grinnell Company, Inc., Providence, R. 1. Branches: Atlanta * Billings * Buffalo * Charlotte * Chicago * Cleveland * Cranston * Fresno * Kansas City * Houston * Long Beodt 
Los Angeles * Milwaukee * Minneapolis * New York * Oakland * Philadelphia * Pocatello * Sacramento * St. Lovis * St. Paul * San Francisco * Seattle * 
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advertisement is under no circumstances to be considered as an offering of these securities for sa 
a solicitation of an offer to buy any of such securities The offering is made only by the Prospect 











1,078,754 Shares 
Pacific Power €f Light Company 


Common Stock 


(Without Par Value) 





Price $14 per Share 





Copies of the Prospectus may be obtained in any State only from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such State. 


tant 
pipe 
e of - oe ° 
eed Phman Brothers Union Securities Corporatio 
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» Dean Witter €% Co. 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 


Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 
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{ South Dakota Telephone Association begins annual convention, Sioux Falls, S. D., 1950. 





¥ American “ a Works Association, California Section, ends annual meeting, San 
Diego, Cal., 





7 fue rican Water Works Association, New Jersey Section, ends annual meeting, Atlantic 
City, N. J., 1950. 








{ Pacific Coast Electrical Association, Business Development Section, will hold conference, 
Fresno, Cal., Nov. 9, 1950. 





{ Radio-Television Manufacturers Association and Institute of Radio Engineers begin 
meeting, Syracuse, N. Y., 1950. 











q a Gas Association will hold annual meeting, Raleigh, N. C., Nov. 9, 





+7 NoOvEMBER z 





9 American Petroleum Institute will hold annual meeting, Los Angeles, Cal., Nov. 13-16, 
1950. 





Pacific Coast Electrical Association, Operating Economic Section, begins meet- ey 
ing, San Francisco, Cal., 1950. 





Virginia Independent Telephone Association ends annual convention, Natural Bridge, 
Va., 50. 





Institute of Radio Engineers, Kansas City Section, ends second annual regional papers 
conference, Kansas City, Mo., 1950. 





National Association of Railroad and Utilities Commissioners will hold annual conven- 
tion, Phoenix, Ariz., Nov. 13—16, 1950. 





South Carolina Independent Telephone Association begins annual convention, Columbia, 
S.C. ; 





{ New Jersey Utilities Association will hold annual meeting, Absecon, N. J., Nov. 17, 18, 
1950. 

















Wisconsin Utilities Association, Electric and Gas Section, begins annual convention, 
ilwaukee, Wis., 1950. 
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The Importance of Utility Taxes 


It is not popularly realized that the government obtains more 

money from the operation of public utilities than the people 

who own them. Here is an account of how Federal and state 

and local taxes take a greater share out of utility company 

revenues, paid by the public in the form of rates, than investor 
earnings in such enterprises. 


By SIDNEY P. ALLEN* 


AX exemption is a snare and a 
delusion. It offers no funda- 


mental benefits to consumer, tax- 
payer, community, or state. 

The community that engages in the 
public power business to “gain” tax 
exemption should fool nobody. It sub- 
sidizes one activity, power distribu- 
tion, by shifting the cost load some- 
where else. 

This is not news to the utility in- 
dustry. Its members know the facts. 
But the man-on-the-street may be only 


s——_ 


*For personal note, see “Pages with the 
Editors.” 
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vaguely conscious of them. He and 
the vast army of voters may have to be 
shown. Periodic convincing by factu- 
ally supported evidence is a prime re- 
sponsibility of the power industry. 
Basic dollars and cents economics of 
comparative costs and contributions 
offer a strong starting point. 

Pacific Gas and Electric Company, 
for instance, serves more than 2,250,- 
000 customers in northern and central 
California. It pays one of the major 
tax bills in the state, yet it suffers not 
a bit by comparison with tax-exempt 
operations within its area. 
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It makes a major contribution to 
community costs and to community 
living wherever it operates. It pro- 
vides service and rate charges to con- 
sumers that need no apology. And it 
accomplishes this as a privately owned 
company that is subject to rigid regu- 
lation by the California Public Utili- 
ties Commission. 


| ey year Pacific Gas and Electric 
Company paid taxes in the total 
amount of $40,278,308. That’s im- 
portant money, obviously. It comes to 
about $110,000 a day paid in to the 
support of one or another essential 
function of government. 

It made property tax payments in 
more than 2,900 local taxing jurisdic- 
tions where it operates. It paid these 
communities $23,086,805, and of that 
sum more than $9,000,000 went to 
support the community schools. 

That is a community contribution, 
surely. 

And it is expense that cannot be 
eliminated by any exemption from 
taxation. The tax-exemption bait 
dangled by advocates of public power 
won’t save the consumer or taxpayer 
that cost. 

The Bureau of Reclamation, strong 
and aggressive arm of the U. S. De- 
partment of the Interior, does not 
eliminate the need for that tax money 
by offering so-called tax-free power. 
It merely transfers the load to another 
shoulder of the consumer-taxpayer. 

Despite this shift in the tax load, it 
is significant that Pacific Gas and Elec- 
tric Company charges rates entirely 
comparable with those of a tax-exempt 
public power operation. A case in 
point is the Sacramento Municipal 
Utility District, which took over pow- 
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er distribution in that district from 
Pacific Gas in 1947, 

Though entirely unburdened by 
taxes, Sacramento Municipal Utility 
District in 1949 charged an average 
consumer rate of 2.33 cents per kilo- 
watt hour. This was only moderately 
under Pacific Gas and Electric’s aver- 
age revenue of 2.45 cents per kilowatt 
hour last year. 

This small differential in rate 
charges fell far short of reflecting 
Sacramento Municipal Utility Dis- 
trict’s $1,000,000 “saving” for 1949 
that derived from tax exemption. It 
did not come close to remitting to con- 
sumer-taxpayers the $375,000 that 
would have been paid in property 
taxes had the system been privately 
owned. 

Or the estimated $700,000 in other 
taxes, based on 9 per cent of its 
gross revenues for those other taxes. 


ig the tax “saving” is not balanced 
out by lower costs to consumers, 
where is any benefit? The Sacramento 
Union took a calculated editorial look 
at the Sacramento Municipal Utility 
District operation on July 19th in an 
attempt to find the answer. It con- 
cluded this way: 


There is no getting away from the 
fact that in Sacramento on one day 
the Pacific Gas and Electric Company 
was paying $280,000 a year (1947) 
into the public treasury, and on the 
next day—when the Sacramento Mu- 
nicipal Utility District took over the 
physical properties — that sum was 
forever lost to the public treasury. 
Whether the people or the utility paid 
it or not, it was no longer there. But 
the cost of running the government 
continued at the same old rate, and s0 
the tax collector had to collect $280; 
000 more from the people to make up 
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The Fallacy of Tax Exemption 


. “T= exemption is a snare and a delusion. It offers no fundamental 

benefits to consumer, taxpayer, community, or state. The 
community that engages in the public power business to ‘gain’ tax 
exemption should fool nobody. It subsidizes one activity, power dis- 
tribution, by shifting the cost load somewhere else. This is not news 
to the utility industry. Its members know the facts. But the man-on- 
the-street may be only vaguely conscious of them. He and the vast 

army of voters may have to be shown.” 





for the loss when the PG&E ratables 
went off the rolls. 


That $280,000 for 1947 had, as in- 
dicated, grown to $375,000 last year, 
by the utility district’s own calculation. 
And that is just the property tax paid 
within the community of Sacramento. 
It does not take into account the tax 
loss to state and Federal governments 
of a substantially greater dollar sum— 
estimated at $700,000. 

Pacific Gas and Electric Company 
paid its way to state and country, of 
course. It paid direct state taxes of 
$1,767,050, mostly bank and franchise 
levies. Additionally it paid city and 
state combined $2,108,247 of sales and 
use taxes. It constituted a dollars and 
cents asset to all California citizens 
and taxpayers, then. 


[’ paid taxes from capital account in 
a further amount of $4,328,016, 
the annual report showed. And it paid 
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Federal government $13,316,206, in- 
cluding $9,736,634 as the corporate in- 
come tax and $2,730,156 as the elec- 
tric energy (excise) tax. Of course, 
it must be kept in mind when we say 
a utility company “pays” taxes, it is 
really the utility’s customers and 
stockholders who make the contribu- 
tion. Viewed in this light the utility 
company is the convenient collector of 
taxes. But that fact should make the 
size of utility taxes all the more impor- 
tant from the public viewpoint. It is 
money which they (the public) are 
paying themselves, in large measure. 

Nobody likes to pay taxes. But 
everybody has to, one way or another. 
Pacific Gas and Electric last year paid 
out one and one-half times as much in 
taxes as it paid to its 160,000 stock- 
holders in dividends. 

PG&E is no eleemosynary institu- 
tion, to be sure. But it actually pro- 
vides monetary support and aid to pay 
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for public power development. Its tax 
dollars help to finance public projects. 

And it buys the entire power output 
of Shasta and Keswick dams, key 
structures in the Bureau of Reclama- 
tion’s Central Valley project. It pays 
a price of 5.1 mills per kilowatt hour 
at the Shasta substation near the dam. 
That price was set by the bureau, and 
pertinently it is five times the one mill 
per kilowatt hour collected by the bu- 
reau for its Bonneville dam power 
in the Columbia Valley Authority 
project. 

Pacific Gas and Electric Company 
has paid a total of more than $24,000,- 
000 for that power through 1949. 
Currently it is paying nearly $10,000,- 
000 annually. 


= Bureau of Reclamation prof- 
its handsomely from its Central 
Valley project power, then, and with- 
out risk of losses in transmission or 
distribution. And without any collec- 
tion expense or worries, too. 

Profit to the Bureau of Reclama- 
tion, and the U. S. Treasury, is cal- 
culated at about $22,000,000 after 
maintenance and operating expense of 
the power part of the project. Is that 
of no public benefit? 

The profit made up at least some 
small part of the $340,000,000 of pub- 
lic money poured into the Central Val- 
ley project in the more than thirteen 
years since it was started in 1937. Or, 
more specifically, it might be regarded 
as a part of the $155,000,000 that went 
into just the dams and facilities in 
Shasta county. 

That $155,000,000 figure, made up 
mostly of your tax dollars, offers an- 
other significant dollars and cents 
point of comparison. For that public 
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property contributes no tax revenue at 
all to the support of Shasta county. 

By way of contrast, Pacific Gas and 
Electric Company last year had prop- 
erties in Shasta county with value 
fixed by the State Board of Equaliza- 
tion at $68,200,000. It paid aggregate 
property taxes within the county of 
$1,436,831. 

This sum included $621,187 for 
school support alone. It meant that 
the privately owned and operated util- 
ity paid nearly half—49.4 per cent to 
be exact—of the aggregate Shasta 
county property taxes. 

Alleged benefits of tax exemption 
are quite illusory, then, as even poli- 
ticians may admit in unguarded mo- 
ments. Just recently, for instance, a 
county supervisor, who participated in 
the dedication of a new industrial 
plant near San Francisco, made the 
following statement : 

“And so we welcome you because 
your great new plant here adds to our 
property tax assessment values, as well 
as to our community employment and 
payrolls.” 


GS ies exemption, all this attests, 
adds to the problems of com- 
munity and state. And it does not re- 
lieve consumer or taxpayer, even 
though that lure is used constantly. 

Why is this pressure to win adher- 
ents to the public power banner so 
continuous and unrelenting? The only 
rational answer is that public power 
spells economic and political power 
combined—a potent force. 

The Bureau of Reclamation is am- 
bitious and hungry for power, and 
never mind the cost. It is perfectly 
willing, anxious in fact, to spend mil- 
lions more of your and my dollars 
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THE IMPORTANCE OF UTILITY TAXES 


quite wastefully, if not restrained, to 
gain its end. 

With what appears to be scant re- 
gard for public welfare, the bureau 
keeps pressing to use the Central Val- 
ley project as a lever to (1) pry money 
from the tax till to spend for its 
own ends, (2) pry private power out 
and put in public power wherever it 
can in California. 

It pursues these objectives though 
the Central Valley project was con- 
ceived as a water project primarily. 
The basic purpose was and is to move 
surplus water from the north of the 
state to the parched but fertile areas in 
the San Joaquin valley. 

Power produced as a result of this 
water project is, or was intended to be, 
secondary. It is a profitable “by- 
product” to the project, as shown. But 
from the Bureau of Reclamation view- 
point it is the one potential pathway to 
realize consuming ambitions. 

Hence it should not have been par- 
ticularly surprising at the dedication 
of Shasta dam in June that Assistant 
Secretary of the Interior William E. 
Warne indicated that power hunger. 
He assailed Pacific Gas and Electric 
Company as not wishing “to recog- 
nize that the power developed in this 
project actually belongs to the people.” 


yee a statement, the record dem- 
onstrates, must be regarded as 
nothing but politics. It is not based on 


either fact or fairness. And this is 
borne out by additional completely un- 
supported allegations and innuendos. 
One is that the private power in- 
dustry (PG&E) will fall short of 
meeting the requirements of the area 
(Central valley). This has been re- 
soundingly refuted by the facts. 


As late as August Ist Pacific Gas 
and Electric Company reported having 
served, in the week preceding, the 
record power demand to date for 
northern and central California. That 
demand hit 2,519,000 kilowatts. 

The company not only met it but 
had generating capacity available over 
and above that demand in the amount 
of 476,000 kilowatts, a margin of 19 
per cent. 

No shortage there. Nor is there any 
sign of one either in the 13-year life 
of the Bureau of Reclamation activi- 
ties in California’s Central Valley 
project or in the future. Though the 
new high demand was 209,000 kilo- 
watts above the 1949 record, the safety 
margin was increased. 

And since 1937 PG&E has con- 
structed power facilities aggregating 
1,300,000 kilowatts, approximately 
doubling its own capacity. Within a 
year it will have added another 500,- 
000 kilowatts, hoisted its own total 
capital expenditures since 1937 to 
more than $1 billion. 


HAT’s big and important money. 

But the point of greater signifi- 
cance is that none of it is tax money. 
It is entirely private investment cap- 
ital. Instead of a tax drain, the pri- 
vate power expansion has added to the 
tax rolls. It has made a profit while 
at the same time paying its way in 
community and country. 

That point must not be permitted to 
be shunted to obscurity. For the Bu- 
reau of Reclamation continues to press 
hard to secure appropriations to build 
transmission facilities in duplication 
of Pacific Gas and Electric lines that 
have been installed and serving the 
consumers for many years. 
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Early this year, for the ninth time, 
the bureau made another try at getting 
tax money for that wasteful duplica- 
tion. Its request for funds to build a 
parallel line from Shasta substation 
to the town of Tracy, a distance of 
about 200 miles, was blocked. So was 
its request for funds to build a stand- 
by steam plant for power at Tracy. 

The evidence in opposition was ir- 
refutable. Dollars and cents logic pre- 
vailed, as it will with the general pub- 
lic if the public gets the facts. Pacific 
Gas and Electric Company President 
James B. Black laid those facts before 
the congressional committee consider- 
ing the appropriation requests. 


HERE is no unserved customer in 

the area which the bureau pro- 
poses to serve, he reminded the com- 
mittee. The bureau can obtain custom- 
ers only by taking them away from the 
company or by signing up new cus- 
tomers in competition with the com- 
pany. 

There is no Rural Electrification 
Administration in the territory served 
by the company, he added. And there 
is only one in adjacent territory and 
that is supplied by PG&E. 

“The company’s steam and hydro 
plants are already firming up all of the 
project’s dependable hydro capacity at 


no cost to the bureau. We are paying 
a firm price for this power. In addi- 
tion we have long offered to furnish 
stand-by for the Tracy pumps without 
charge as part of our exchange 
service.” 

Black made it clear, in short, that 
the Bureau of Reclamation would like 
to embark on a program ultimately to 
cost $80,000,000 of your and my 
money for facilities that would: (1) 
duplicate and so undermine private 
tax-paying facilities; (2) return no 
more profit from Shasta and Keswick 
dam power than is now received with- 
out that expense. 

Surely that suggests a most un- 
healthy appetite for power. It’s so un- 
economic that to date it has been frus- 
trated, but not killed. 


| gree Gas AND Exectric Com- 
PANY lives with the people it serves. 
It can carry its dollars and cents case 
into California homes as well as into 
congressional committees in Washing- 
ton. And usually with telling results. 

For if the people know the facts no 
artificial lure is likely to mislead them. 
But the facts do not become general 
public knowledge just by some auto- 
matic process. They must be presented 
and presented again — for constant 
alert is the price of freedom. 





eo relations must be planned to be effective and, if 
they are to be effective, they must be part of a master 
plan. The only way to develop sound human relations is through 
increasing the effectiveness of each supervisor and each member 
of the management team at each organization level. The face- 
to-face supervisor in his relationships with the workers in his 
department either makes or breaks the human relations 


program.” 


—Ditrarp E. Birp, 


President, Society for Advancement of 


Management. 
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The Role of Accounting in 
Public Utility Regulation 


ParT I 
During the past two decades public utility account- 
ing has taken on a unique significance. This is the 
first of a series of articles appraising the development 
of accounting, first as an instrument and more re- 
cently as an exclusive basis for regulatory functions. 


By J. RHOADS FOSTER* 


only in many dimensions marked- 

ly different from general indus- 
trial or commercial accounting, but its 
significance for public utility business 
management and every other applica- 
tion of accounting is so substantial as 
to be unique. 

Indeed, many of the refinements of 
accounting thought and procedures 
have been pioneered in the field of pub- 
lic utility accounting. 

With the advent of state-controlled 
regulation more than three decades 
ago, accounting became a very special 
tool of regulation. It took on a sig- 
nificance which accounting had never 
had in any other industry. Uniform 
classifications of accounts were estab- 
lished and later refined. 


Prsiyé utility accounting is not 


*For personal note, see “Pages with the 
Editors.” 


553 


Beginning in the early 1930’s, pub- 
lic utility accounting took on an added 
and even more unique significance. 
Moreover, means and ends got them- 
selves reversed. Whereas earlier ac- 
counting was viewed as an aid to reg- 
ulation, it became the dominant and, in 
some jurisdictions apparently, the ex- 
clusive means, and thus its standards 
were urged as legitimate ends. Where- 
as earlier in the history of the develop- 
ment of the institution of public utility 
regulation it was understood and ac- 
cepted that the function of regulation 
was to achieve economic ends, since 
the early 1930’s, to a considerable ex- 
tent, accounting ends have been sub- 
stituted for meaningful economic ends 
and regulation has become the prisoner 
of highly regimented accounting rath- 
er than accounting being the servant 
of regulation. 
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HIs substitution of conventional- 

ized standards and measurements 
in regulation by accounting was and is 
only one manifestation of the drift 
away from economic standards and 
toward statism. When governmental 
direction and dictation are substituted 
for the discipline of the market, con- 
ventional procedures are substituted 
for economic analysis if for no other 
reason than the poor excuse that it is 
administratively easier to follow a 
conventional rule than to find a valid 
economic answer. 

Much of the difficulty and no small 
part of the misunderstanding and con- 
flict incident to the employment of ac- 
counting in public utility regulation 
have arisen because the accountants 
failed to understand the economic and 
legal consequences to which they ad- 
hered, and other managerial and regu- 
latory personnel, lawyers, engineers, 
and even financial analysts, lacked the 
elementary conversancy with the pro- 
cedures employed by the accountant. 

Accounting is obviously not a sci- 
ence. On a professional level, it is at 
best and for certain a highly developed 
art. As a continuingly useful art, it 
must needs allow for that progressive 
variation of procedure necessary to 
match alternatively chosen policies to 
the desired economic ends. Such an 
art cannot be a collection of absolut- 
isms or a superstrait jacket of fixed 
dogma. 

The way in which public utility ac- 
counting evolved, first, as an aid to 
regulation and control, and, later, as 
an aggressive, jealous, exclusive means 
of control, could to advantage be 
noted by those whose interests are in 
industries not yet identified as public 
utilities. The indications seem to be 
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that accounting will become an ever 
larger and more important instrument 
of government control with respect to 
industries in general. In so far as ac- 
counting ends will in these industries 
also be urged and possibly accepted in 
place of meaningful economic ends, 
leaders in industries on the threshold 
of becoming public utilities are offered 
all the advantages of a Connecticut 
Yankee in King Arthur’s court; i.e,, 
a preview of the consequences. This 
is a preview which the utility industries 
did not have in their “preregulation” 
days but one which can serve as a 
most important guide and adviser. 


Accounting As an Instrument 
Of Regulation 


y= groundwork for administra- 
tion of a prudent investment or 
original cost method of rate regulation 
was laid in the revised systems of ac- 
counts adopted by regulatory commis- 
sions beginning in 1936. 

The idea of regulation through ac- 
counting, as distinguished from regu- 
lation of accounting, was expressed 
by Leland Olds, then chairman of 
the Federal Power Commission, as 
follows : 


In a sense the whole purpose behind 
the new functions undertaken by the 
Federal government in the past seven 
years has centered around account- 
ing... 

So, in the last analysis, accounting 
should be an important factor in eco- 
nomic government—and the solution 
of our problems may be found in the 
establishment of dynamic accounting 
control of our economic system. 


1 Responsibility of Accountants in a Chang- 
ing Order (Experiences with Extensions of 
Auditing Procedure, American Institute of Ac- 
countants, 1940), pages 116, 119, 122, 123. 
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Aside from the varying require- 
ments of state law, the state as well as 
the Federal regulatory commissions 
appear free to adopt regulatory poli- 
cies which secure the administrative 
and other advantages of a rate base 
determined by reference to the ac- 
counted for costs of property. 

The idea of control through ac- 
counting requires that regulation ex- 
tend to the substance as well as the 
form of the accounts and that account- 
ing reports be acceptable as a basis of 
regulatory action. Members of the 
FPC staff set forth as a goal the time 
when the rate base can be read directly 
from the accounts : 


We are passing through the last 
phase of an era of regulation where 
accounting is looked upon as a mere 
matter of form and not of sub- 
stance... 

A renaissance in regulatory account- 
ing has occurred. Accounting is now 
being recognized as our greatest in- 
strument of regulatory control. The 
day has arrived when the accounts 
should give the facts on which intelli- 
gent action can be based. It is not in- 
conceivable that the two most impor- 
tant elements in rate proceedings—op- 
erating income and rate base—may 
soon be taken from accounting rec- 
ords . . . This newer philosophy or 
concept of regulatory accounting is a 
great distance from the “mere matter 
of bookkeeping” once so prevalent.* 


When accounting results are to be 


uirements,” by M. W. 


 # “Original Cost R 
letin, 577, ’578 (Decem- 


Van be 8 EEI B 
ber, 1940). 


thus used in the rate-making process, 
the costs of utility assets have a mean- 
ing or significance not present in the 
case of unregulated enterprises or ever 
before in utility regulation. In the case 
of a mercantile, manufacturing, or 
other competitive enterprise, the orig- 
inal or past costs of fixed assets have 
little or no significance in determining 
the earnings of the business. Only the 
earning capacity of the business under 
the conditions of pricing in a competi- 
tive market, or the total cost of now 
establishing that earning capacity, is 
significant. 


The Finality of Cost Accounting 


B Be- newly acquired significance of 
accounting results for the pur- 
poses of regulation has given to the 
convention of finality or nonimpeach- 
ability of past accounting a significance 
in its application to the utility busi- 
nesses. 

This accounting convention, of 
uncertain scope, is a practical rule of 
“common sense” which calls for some 
accounting statute of limitation on a 
continued analysis and restatement of 
old accounts. 

When the accounts are made the 
basis of regulatory action and com- 
missions refuse to consider or even re- 
ceive other evidence of the rate base, 
the rule of “nonimpeachment” or 
“finality of accounting” may become a 
“one-way street,” whatever its ad- 
vantages on other grounds. 


e 


level, it is at best and for certain a highly developed art. 


q “ACCOUNTING ts obviously not a science. On a professional 


As a continuingly useful art, it must needs allow for that 
progressive variation of procedure necessary to match alter- 
natively chosen policies to the desired economic ends.” 
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Public utilities are subject to orig- 
inal cost reclassification and elimina- 
tion of book costs in conformity with 
the requirements of ex post facto rules 
of accounting and methods of rate reg- 
ulation. Revision of the plant accounts 
to include costs prudently incurred and 
includable in a “prudent investment” 
rate base frequently has been denied 
on the ground that the accounting al- 
ternatives were at the time within the 
discretion of the accounting officers of 
the company. The discretion having 
been exercised, it no longer exists. 

Regulatory commissions have re- 
quired retroactive adjustments for 
failure to retire intangibles but have 
ruled that the accounts may not be ad- 
justed for failure to charge asset costs, 
where the past practice was in either 
case “acceptable accounting.” The 
initial accounting segregation between 
plant cost and operating expenses may 
be binding upon the utility in subse- 
quent rate-making and other proceed- 
ings, although the segregation was not 
made in anticipation of such uses of 
the accounting results, and although 
the costs were not in fact recovered 
through charges for service. 

That such choices were made with- 
out possible knowledge of the conse- 
quences under changed regulatory 
standards and rules has, in many in- 
stances, not received consideration. 
Such a rule of “finality” does not have 
the merit of consistency, possessed by 
the tax-accounting rule that “if an ac- 
count is opened for one purpose it is 
opened for all purposes.” 


| ng rememtane commissions sometimes 
have not been restrained by the 
same “principles of equity” which cre- 
ate a “quasi estoppel” against retro- 
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active changes in accounting treatment 
and disposition by the companies. 
Utilities may be required to reduce 
surplus or stated value of common 
stock to provide for a “deficiency of 
reserve requirement” on a straight- 
line depreciation basis, although the 
charges made to the reserve were ade- 
quate and proper, subject to the re- 
quirements of the system of accounts 
effective prior to the 1936 revisions, 
and reflected the “deliberate choice” 
in accounting. 

Regulatory insistence upon finality 
of the results of past accounting, when 
the rule of finality operates against the 
interests of investors, has been ap- 
proved by the courts. Thus, the circuit 
court of appeals, in an appeal from a 
decision of the Federal Power Com- 
mission, held that 

. a method, reasonably acceptable to 
good accounting, must be adopted and 
adhered to consistently . . . These com- 
panies deliberately exercised their dis- 
cretion in charging these expenditures 
to expenses . . . The commission was 
well within the ambit of its authority 
in making the deductions on the 
ground that it would do violence to 
recognized principles of equity to per- 
mit these companies at this late hour 
to shift their position and treat retro- 
actively these items as capital invest- 
ment upon which they are entitled to 
receive return? 


Conservatism in Accounting 


F sweweencom generally recognize 
and approve a “convention of 
conservatism,” sometimes called the 
“principle of conservatism.” 
Conservatism in accounting means 
that current expenditures or outlays 
Rhy nme Interstate Gas Co. Federal 


ower Commission (1944) 54 PUR (NS) 1, 
is 142 F2d 943. 
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How Well Does Accounting Reflect Cost? 


els accounting art has obvious limitations as a means of estab- 
lishing and reflecting economically meaningful facts. Account- 
ing records only past costs. Actual past cost may not be fully accounted 
for. It should not be assumed that costs do not exist unless they have 
been recognized and recorded in the accounts or that the amounts 
recorded are necessarily actual past costs. In a competitive society, 
past costs may have little or no economic significance for the present 
and future, depending upon the extent to which present costs vary 
from past costs.” 





should be assigned to expense accounts 
instead of to the cost of assets when 
there is uncertainty as to the future 
application or benefit. The policy is 
familiarly expressed by the words 
“when in doubt charge expense.” This 
convention probably had its origin in 
business policy. When assets are thus 
currently understated, however, the 
result may be a decrease of the costs to 
be charged as expenses of future pe- 
triods (since the book cost subject to 
amortization is less), and a corre- 
sponding increase is not income. So 
far as the income of future periods is 
concerned, the result is obviously not 
conservative. Although some ac- 
countants do not agree that “conserva- 
tism” is a desirable convention, it is 
firmly established in general account- 
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ing practice. Carrying assets of un- 
certain or indeterminate value on the 
books of unregulated enterprises, at 
the nominal figure of $1 for example, 
is a continuing accounting practice. 
Similarly, the practice of assigning 
overhead construction costs to expense 
is likely to continue. 

Whatever may be the force and ap- 
plication of the “principle of conserva- 
tism” in accounting for asset costs of 
unregulated businesses, it is inapplica- 
ble to utilities subjected to regulation 
by any method which determines the 
rate base by reference to recorded 
costs. At least this is true if, for the 
purposes of rate regulation, manage- 
ment is to be bound by past account- 
ing decisions, so that there can be no 
recording of actually experienced but 
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unaccounted for costs, although write- 
offs are required of book costs that 
become overstated in the light of 
changed accounting or regulatory 
standards or practices. 


by the Hope Case,* for example, the 
Supreme Court found the “end re- 
sult” not confiscatory although the 
commission had excluded from the 
rate base $17,000,000 of well-drilling 
and other capital costs still reflected by 
used and useful property. This amount 
had not been recorded in the asset ac- 
counts of the company. Prior to the 
period of regulation by the state of 
West Virginia, the Hope Company 
had followed the general practice of 
the industry and charged the cost of 
drilling the wells to expense. 

The practice conformed to the 
“principle of conservatism” recognized 
in general corporate accounting. Mr. 
Justice Jackson, in his special con- 
curring opinion in the Hope Case, 
realistically stated the results of this 
practice in the case of regulated enter- 
prise : 

. . . The allowed rate base thus ac- 
tually was determined by the com- 
pany’s bookkeeping, not its invest- 
ment. This attributes a significance to 
formal classification in account keep- 
ing that seems inconsistent with ra- 
tional rate regulation. Of course, the 
commission would not and should not 
allow a rate base to be inflated by 
bookkeeping which had improperly 
capitalized expenses. I have doubts 
about resting public regulation upon 
any rule that is to be used, or not de- 
pending on which side it favors. 

With respect to the future, there- 
fore, the new regulatory significance 


4 Federal Power Commission v. Hope Nat- 
et Soe Co. (1944) 320 US 591, 51 PUR 
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of accounting means that all experi- 
ence costs, to the extent permitted, 
should be recorded in the books or ac- 
counting records. If overhead costs 
incurred in connection with the further 
expansion of property are not record- 
ed in the asset accounts they may be 
excluded from consideration in rate 
base determination. If incidental ex- 
penses of financing, or costs of elimi- 
nating unfavorable security contracts 
are charged to expense or to surplus, 
they may be excluded from considera- 
tion in determining the fair rate of re- 
turn. There is no longer merit in this 
attitude of company executives who 
say: “We do not capitalize any over- 
heads; we follow conservative meth- 
ods of accounting.” 

Those companies which fail to capi- 
talize all experienced costs hurt them- 
selves and prejudice the interests of 
their owners, by trying to be conserva- 
tive when regulatory authorities insist 
that no costs not accounted for may be 
recognized for the purpose of rate 
regulation. If the rate base is deter- 
mined directly from the accounts, as- 
set costs will not be recoverable unless 
they have been recorded. 


Limitations of Accounting 


N™ responsibilities pass to the 
accountants who serve public 
utility industries when the manner and 
method of accounting, as well as deci- 
sions of policy, may have such sig- 
nificant regulatory consequences. 

The accounting art has obvious 
limitations as a means of establishing 
and reflecting economically meaning- 
ful facts. Accounting records only 
past costs. Actual past cost may not 
be fully accounted for. It should not 
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be assumed that costs do not exist 
unless they have been recognized and 
recorded in the accounts or that the 
amounts recorded are necessarily ac- 
tual past costs. In a competitive so- 
ciety, past costs may have little or no 
economic significance for the present 
and future, depending upon the extent 
to which present costs vary from past 
costs. Economic cost means the cost 
at which a supply of goods can be pro- 
duced. Economy is tested by present, 
not past cost. The gap between re- 
corded and present cost becomes rela- 
tively great when price level changes 
are rapid and property has a long, use- 
ful life. A balance sheet reflecting past 
costs does not purport to reflect pres- 
ent values. 

Utility regulation, the making of 
business decisions, and the determina- 
tion of values, cannot be reduced to 
an automatic process by which the 
correct decision can be made by refer- 
ence to books of accounts. The art of 
accounting should not be made a strait 
jacket for economic regulation. A suf- 
ficient warning may be found in a quo- 
tation from the special concurring 
opinion of Mr. Justice Jackson in the 
Hope Case: 

To make a fetish of mere account- 
ing is to shield from examination the 
deeper causes, forces, movements, and 


conditions which should govern rates. 
Even as a recording of current trans- 


actions, bookeeping is hardly an exact 
science. As a representation of the 
condition and trend of a business, it 
uses symbols of certainty to express 
values that actually are in constant 
flux. . . . If one cannot rely on ac- 
countancy accurately to disclose past 
or current conditions of a business, the 
fallacy of using it as a sole guide to 
future price policy ought to be ap- 
parent. However, our quest for certi- 
tude is so ardent that we pay an irra- 
tional reverence to a technique which 
uses symbols of certainty, even though 
experience again and again warns us 
that they are delusive. 


Me Justice CLARK repeated the 
warning in less colorful lan- 
guage in delivering the opinion of the 
Supreme Court in United States v. To- 
ronto, Hamilton & B. Nav. Co. 
Perhaps no warning has been more 
repeated than that the determination of 
value cannot be reduced to inexorable 
rules . . . Original cost is well termed 
the “false standard of the past” where, 
as here, present market value in no 
way reflects that cost. 

When the Wisconsin commission, in 
1931, first required that the fixed 
capital accounts “should reveal orig- 
inal costs,” it held that “a proper sys- 
tem of accounts is an essential tool” : 

Not that we are laboring under the 


delusion that utility regulation can be 
reduced to a mere mechanical process 


5(1949) 338 US 396, 94 L ed—, 70 S Ct 217. 


e 


sions markedly different from general industrial or commer- 


q “PuBLic utility accounting is not only in many dimen- 


cial accounting, but its significance for public utility business 


management and every other application of accounting is so 

substantial as to be unique. Indeed, many of the refinements 

of accounting thought and procedures have been pioneered 

in the field of public utility accounting.” 
559 
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by which the correct answer to any 
question can be found almost auto- 


do not mean. The continued advance. 
ment of the profession depends upon 


matically by reference to books of ac-  jts guard against misuse of its tools as 
count. We recognize that a system of wel] as upon its extension of their use. 
ye 4 not a substitute for in-  fsIness to management and regulation. 
ee So much for an examination of the 
These excerpts from judicial and difficulties which have evolved in the 
regulatory opinions should not be re- wake of public utility accounting by 
garded as reflecting a lack of under- reason of regulation itself. In other 
standing of either the function of ac- forthcoming articles, we will examine 
counting or of the importance of ac- some interesting supplementary puz- 
counting results. As an art, account- zles which have arisen, such as the 
ing is essential to the very existence of determination of periodic income, ac- 
business enterprise. Nevertheless, the counting for indirect construction 
accountant and those who use account- costs, and such classical bugaboo as ac- 
ing reports should respect the results counting for original cost and depre- 

of accounting for what they mean and _ ciation. 

Part II of this article will appear in the next issue of the ForTNIGHTLY, 





About the Frontispiece— 
ot only on Halloween—for which the photograph used 


as our frontispiece seemed most appropriate—but any 


day in the year, linemen of utility companies may be called 
upon to do an aerial Clyde Beatty act. Pictured on page 546 
.ts Howard Moore, troubleman for Philadelphia Electric Com- 
pany, who is in the act of rescuing a too venturesome cat for 
the Society for Prevention of Cruelty to Animals. Among the 
most treasured awards received by such troublemen are those 
presented by the SPCA for the rescue of pets marooned on 
company poles. 

Utility company records, particularly those of companies 
with a large urban service area, show that cats are the animals 
most likely to perch themselves atop utility poles. This, of 
course, much to the chagrin of their owners and the amusement 
of passersby who invariably stop to witness the rescue work. 

Calls to come to the rescue of the animals are referred ordi- 
narily to the SPCA, and the utility's lineman is guided by its 
advice. Usually he is met by a representative of the SPCA 
at the location. The SPCA supervises the job and supplies a 
special canvas bucket by which the embarrassed pet is lowered 
to safety, but the actual rescue is made by the company 
troubleman. 

In a city such as Philadelphia, for example, the electric com- 
pany employees rescue thirty-five to forty cats a year for the 
SPCA. This is an average of about one a week. These figures 
do not include “false alarms” or trips made to “liberate” a cat 
that decided not to wait and descended the pole under her own 
power. Troublemen say this “is all in a day's work.” 
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They Were Not “the 
Good Old Days” 


Public utility operations have become so technically 

specialized in recent times that the problems of the 

pioneers have become obscured through the years. 

Here is some research on what some of the old-timers 

had to cope with when each operation was new and 
all practice had to start from scratch. 


By ERNEST R. ABRAMS* 


LECTRIC service is so dependable 
nowadays and power supply is 
so reliable that interruptions of 

residential lighting or temporary pow- 
er failures make front-page news. But 
it was not always so. When the pi- 
oneers of the industry were endeavor- 
ing by trial and error methods to 
render electric service and to win users 
of gaslights, candles, and kerosene 
lamps over to electric lighting, power 
supply was uniformly uncertain and 
blackouts frequent. In addition, early 
electric service was available only from 
twilight to midnight in most com- 
munities or, at best, from dusk to 
dawn. 

When the late Alex Dow of Detroit 
Edison fame arrived by slow boat at 
Baltimore from Glasgow, his first job 
was with the telegraph division of the 
Baltimore & Ohio Railroad. But, in 


*For personal note, see “Pages with the 
Editors.” 
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his own words, he “broke permanently 
into the electric light business in Jan- 
uary of 1888,” joining the Brush Elec- 
tric Light Company of Baltimore, 
which had been founded six years 
earlier by James F. Morrison. 

It is not surprising that Dow left 
the B&O to work for Brush Electric 
Light because Morrison himself, born 
in New Brunswick in 1841, also en- 
tered the telegraph service of the B&O 
in 1862 and built the first long-distance 
telegraph line—only 210 miles long, 
to be sure—for that railroad in 1878. 


F  Grenetsumg by the electric lighting 
business, which was just begin- 
ning to sprout horns, he left the B&O 
and organized the Brush Electric Light 
Company in 1882, which was the first 
to supply electric street lighting in that 
city. He also formed the Morrison 
Electrical Works to manufacture elec- 
trical equipment and the Southern 
Electric Company to sell the output of 
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his and other electrical equipment 
plants. Morrison, in case you have for- 
gotten, was the first president of the 
National Electric Light Association 
upon its formation in 1885. 

When Alex Dow joined Brush Elec- 
tric Light, all services were sold at 
flat rates per horsepower-year or per 
lamp-month, although the Edison elec- 
tric systems operating in other com- 
munities were using chemical meters. 
A short time later, Westinghouse 
Electric started producing an induc- 
tion meter which recorded consump- 
tions, to use Mr. Dow’s language, 
“within four rows of apple trees” and 
the Thomson-Houston company de- 
veloped, but had not yet perfected, a 
motor meter designed by Professor 
Elihu Thomson. Both of these new 
meters, in turn, were installed at Bal- 
timore by James Morrison, since they 
proved a more accurate and just meth- 
od of pricing electric use than the flat 
rate. 

Brush Electric Light ran a series 
circuit of approximately 10 amperes 
for meters, twenty-four hours a day, 
although some arc lights were on the 
day circuit. Incandescent lighting cir- 
cuits were in operation only from dusk 
to daylight and most incandescent 
lamps, then “most unreliable,” were 
strung in series of five. When one lamp 
went out, the other four “followed 
suit” with the result that it kept one 
man with a bag of lamps, and some- 
times two men, busy all night to keep 
the lights burning. 


€ oeree his early days with 
Brush Electric, Mr. Dow wrote 
C. E. Neil of The North American 
Company: “I kicked around doing 
wiring, learning the ways of engines, 
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etc., until I became responsible for the 
engineering end of the sales district 
for one of the older (equipment) 
manufacturing companies. There | 
chased lots of trouble.” The first job 
wished on him was servicing a loco- 
motive-type headlight with a 20- 
ampere arc on a Mississippi river raft 
boat, which pulled an arc so long that 
it broke the circuit and put out the 
light. With no volt meter and an un- 
reliable ammeter, he had to guess at 
the speed of the small generator and 
eventually discovered it carried the 
name plate of a larger unit and was 
being operated 50 per cent too fast. 


At of the distribution lines which 
Mr. Dow constructed, or was re- 
sponsible for in the early days of the 
industry, were built with “so-called 
weatherproof wire,” which was in- 
sulated with a cotton braid soaked in 
ozocerite. Because voltages were low, 
these lines worked well enough in dry 
weather, but the voltage was high 
enough to cause plenty of trouble in 
wet weather when the wind broke 
small branches off trees and tossed 
them across the opposite wires of a 
circuit. Lightning smashed insulators 
occasionally and would split poles in 
some areas, but meters, motors, and 
transformers were the “easy marks for 
lightning.” He lost so many meters 
from having their potential circuit 
punctured on one 3-wire system that 
he put a 16-turn choke on each service 
wire. Being direct current, this did 
not materially reduce the voltage and 
checked any secondary surge due to 
lightning. At the end of all branch 
lines, he installed old-fashioned light- 
ning arresters. 

With the invention of the safety 
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The Birth of the Power Transformer 


a REDIT for devising a method of adapting voltages to the vary- 
ing requirements of consumers and of keeping them substan- 
tially constant, irrespective of load, goes to William Stanley, then only 
thirty years of age. Convinced that alternating current electricity could 
be generated at low voltages at advantageous points, transformed to 
much higher voltages for transmission to consumption areas, and then 
reduced to lower voltages for safe industrial, commercial, and rest- 
dential use, he successfully accomplished this feat at Great Barrington, 
Massachusetts, in 1886, thereby making possible a tremendous expansion 
in the transmission and distribution of electric energy.” 





shield by Professor Elihu Thomson 
in the late 1880's, which was placed 
between the primary and second- 
ary windings of transformers and 
connected to the earth, the primary 
current was prevented from breaking 
into the secondary and entering the 
customer’s premises. And when Pro- 
fessor Thomson began filling trans- 
former cases with insulating oil, dam- 
age to transformers by lightning was 
greatly reduced. Early underground 
cables were far from reliable, accord- 
ing to Mr. Dow, because electrical en- 
gineers had not discovered the differ- 
ent requirements for high electrical 
resistance and a way to make cables 
immune to puncture by surges. He was 
far from mild spoken about early un- 
derground street-lighting cables which 
gave beautiful bridge tests but which 
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punctured every time a generator 
flashed over—a frequent occurrence in 
those days. And when underground 
cables punctured, every grounded tele- 
phone within half a mile went “hay- 
wire.” 


Cu for devising a method of 
adapting voltages to the varying 
requirements of consumers and of 
keeping them substantially constant, 
irrespective of load, goes to William 
Stanley, then only thirty years of age. 
Convinced that alternating current 
electricity could be generated at low 
voltages at advantageous points, trans- 
formed to much higher voltages for 
transmission to consumption areas, 
and then reduced to lower voltages for 
safe industrial, commercial, and resi- 
dential use, he successfully accom- 
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plished this feat at Great Barrington, 
Massachusetts, in 1886, thereby mak- 
ing possible a tremendous expansion 
in the transmission and distribution of 
electric energy. 

With this problem solved, he set out 
to determine whether there were any 
limits to transmission voltages, so he 
designed and built transformers and a 
transmission line of 15,000-volt ca- 
pacity at Pittsfield, Massachusetts, in 
1892 when 2,000 volts was considered 
the highest practical line potential. 
First raising the pressure of the energy 
produced by the local power company 
from 1,000 to 15,000 volts, he trans- 
mitted it around a farm and back to 
the same transformer station, reduced 
the line potential to 1,000 volts and 
fed the energy into the distribution 
transformers of the local electric sys- 
tem 


sear the possibility of trans- 
mission of electricity was con- 
sidered as early as 1850, the first actual 
transmission of electric energy was 
performed in 1858 at St. Thomas 
d’Aquin, France, more in the form of 
a laboratory experiment than a prac- 
tical demonstration. The first convinc- 
ing demonstration of the possibility of 
electric transmission was made by 
Gramme in 1873 when direct current 
was sent 1,560 feet from a generator 
to a motor-driven pump. The first 
long-distance transmission line of 37 
miles and carrying 2,400 volts was 
built as an experiment in 1882 between 
Miesbach and Munich, Germany, by 
Marcel Deprez and, in 1886, he com- 
pleted a 25-mile line from Creil to 
Paris, carrying 20 amperes of direct 
current at a potential of 7,500 volts. 
However, only 32 per cent of the 


power that started from Creil arrived 
at Paris. 

The first alternating current electric 
transmission system was constructed 
in Italy in 1886 and was known as 
the Cerchi Tivoli-Rome system. The 
equipment consisted of two 150- 
horsepower steam-driven, single-phase 
Ganz generators operating at 112 volts 
and transformers with a ratio of 1 to 
18, which stepped up the pressure to 
2,000 volts for transmission to Rome, 
17 miles away. The first alternating 
current hydroelectric transmission in 
the world was accomplished in 1889 at 
Oregon City, Oregon, by the Wil- 
lamette Falls Electric Company, when 
two 300-horsepower water wheels 
were belted to single-phase generators 
with an aggregate capacity of 720 
kilowatts and the output was trans- 
mitted at 4,000 volts for 13 miles to 
Portland. However, little is known of 
the success of the operation or of the 
efficiency of the transmission. 


HE first successful commercial 

transmission of alternating cur- 
rent in this country was accomplished, 
surprisingly, by a lawyer. The San 
Miguel Consolidated Gold Mining 
Company was forced into bankruptcy 
in 1888 because of the excessive cost 
of fuel for operation of its stamp mill. 
With its Gold King mine perched at 
an elevation of 12,000 feet in Durango 
county in the southwestern corner of 
Colorado, the cost of hauling solid 
fuels to the mill was more than the 
value of the gold recovered, and L. L. 
Nunn as attorney for the stockholders 
found that the mine could be operated 
profitably, only if energy could be de- 
livered to the mill at not more than 
$100 per horsepower-year. 
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THEY WERE NOT “THE GOOD OLD DAYS” 


Convinced from his investigation 
that electrically transmitted energy 
would solve the power cost problem, 
but sensing the limitations of direct 
current, he went East to win approval 
of the stockholders for the installation 
of an alternating current hydroelectric 
generation station on a fork of the San 
Miguel river near Ames, Colorado, 
about three miles from the Gold King 
mine. Once in the East, he found the 
stockholders greatly disturbed by the 
predictions of prominent engineers 
that his proposed venture was certain 
to end in failure and a still further 
loss to investors. But Nunn proved a 
good pleader and having convinced 
the controlling interests in the bank- 
rupt company that he was on firm 
ground, he returned to Colorado and 
built his hydro plant and transmission 
line in the winter of 1890. 


7 tet at the hydro plant was 
comprised of two 150-kilowatt 
single-phase Westinghouse generators, 
directly connected to a 6-foot Pelton 
water wheel operating at a 320-foot 
head, with the output transmitted over 
a 1,100-volt single-phase line to the 
stamp mill where a single-phase motor 
drove the machinery. Both construc- 
tion and operation of the power plant 
and transmission line were handi- 
capped by weather. Temperatures of 
40 degrees below zero, accompanied by 
heavy snows, complicated construction 
work. Avalanches and _ snowslides 
caused much inconvenience, and elec- 
tric storms of an intensity unknown at 
lower altitudes retarded construction. 
And once built, heavy icing caused 
breaks in the transmission line. 

Once in operation, however, the sys- 
tem ran smoothly for thirty days be- 
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fore a short interruption was caused 
by lightning putting the line out of 
commission. Furthermore, the loss of 
energy in transmission over three miles 
of No. 3 copper wire was less than 5 
per cent, a degree of efficiency which 
confounded the pessimistic engineers 
in the East. In addition, practical ex- 

i were successfully under- 
taken as early as 1895 with pressures 
as high as 60,000 volts and an under- 
ground 10,000-volt transmission line 
was installed in 1896, which eliminated 
icing and lightning troubles. 


a, according to Claude 
N. Rakestraw, who retired from 
Cleveland Electric Illuminating in 
early 1950 and who acted as “a sort 
of secretary for L. L. Nunn” in the 
early years of his transmission experi- 
ment, “the tail wagged the dog.” When 
the vein of gold-bearing ore was ex- 
hausted, Nunn took over the power 
plant and formed Telluride Power 
Company to supply electric service to 
the rapidly growing territory of south- 
western Colorado. With that venture a 
success, he and his brother, P. N. 
Nunn, established another electric sup- 
ply system in the central valley of 
Utah and called it the Telluride Power 
Company, although there was no cor- 
porate connection between the two 
utilities except as to a common owner- 
ship. Finally, Telluride Power Com- 
pany in Colorado was absorbed by The 
Western Colorado Power Company 
and Telluride Power Company in 
Utah was acquired by Utah Power & 
Light Company, both successor utili- 
ties being “grandchildren” of Electric 
Bond and Share Company. 
Addressing a power conference of 
the National Industrial Conference 
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Board a decade ago, the late S. R. 
Inch of Electric Bond and Share and 


Alex Dow, James F. Morrison, Wil- 
liam Stanley, and L. L. Nunn. They 


had to start from scratch with no es- 
tablished technology to guide them and 
they couldn’t pick off the bright well- 
equipped graduates of “Boston Tech” 
or Cornell University or Iowa State 
College to help them carry the ball. 

To be sure, they didn’t have public 
power-minded Federal administrations 
trying to socialize the industry they 
were creating, but none of them would 
have contended they were living in 
“the good old days.” The going was 
too tough. 


Ebasco Services, Incorporated, stated 
that he went to work for a private 
power company in the West around 
the turn of the century directly from 
college, where he had received a tech- 
nical education “probably inferior 
to that of thespresent high school 
graduate.” 


nN that, he was much better 
equipped from the standpoint of 
technical training to meet the problems 
that were to confront him than were 





The Complex Life 


nt oo have got so complex, Vice President Barkley 
thinks, that government must guide the people in their 
problems. Of course, this results in a lot of interference, 
especially in business, and in a public debt which he doesn’t 
know how much longer the people can stand—but that is the 
way things are and the Vice President doesn’t see much that 
can be done about it. 

“Well, life is complicated, all right. If you have a government 
which believes it is its duty to underwrite and defend half the 
rest of the world it is bound to make life difficult for its own 
citizens. It not only must tax them dry, but ‘guide’ them in 
many ways as well. 

“A government which thinks it can order the economy better 
than the free market, naturally has to introduce a lot of compli- 
cations such as voluminous forms and other species of red tape. 
A government dedicated to the principle of expensive food 
for the sake of agricultural votes finds it not only has to distort 
the market but control the farmer as well. It makes for com- 
plexity all around. 

“And a government which takes its guidance duty so seri- 
ously that it thinks it has to manage the people’s health, educa- 
tion, old age, and housing cannot avoid growing in complexity 
and cost. But, as the Vice President intimates, it is just one 
of those things; people are too weak, stupid, and incompetent 
to do without government guidance. 

“So the more complex things get, the more the government 
has to interfere and the more government interferes the more 
complex things get. The only hope would seem to be that things 
will eventually get so complex even the government guiders will 
suffocate in their own complexity.” 

—EpDIToRIAL STATEMENT, 
The Wall Street Journal. 
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New Public Utility Laws- 
Coming Up in 1951 


An analysis of measures affecting public utilities, in 

the few state legislatures which met during the cur- 

rent year, indicates the trend of likely proposals of 
similar nature during the “big biennial” of 1951. 


By BETHUNE JONES* 


[ri affecting public utilities 


which will be raised next year in 

the regular state legislative ses- 
sions scheduled in 44 states, as well as 
such special sessions as may be called, 
are now emerging. 

Comparatively few state legislatures 
met in regular session during the cur- 
rent year. Special sessions, where held, 
were limited for the most part to con- 
sideration of specific matters. Yet 
numerous bills of direct and indirect 
importance to public utilities were of- 
fered. Analysis of these measures, to- 
gether with administrative and other 
related developments, provides a key 
to what may be expected in 1951 when 
the next heavy year of biennial state 
law-making activity gets under way. 

One class of proposal is probably the 
political outgrowth of consumer re- 
sistance built up in the series of transit, 


*Professional writer, Red Bank, New 


Jersey. 
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telephone, and (more recently) the gas 
and electric rate increases of the last 
few inflationary years. 

Continuing pressure for measures 
purporting to provide greater protec- 
tion to the public in utility rate cases 
is one of the several trends of major 
significance evident in current-year de- 
velopments in state capitals. While 
legislative action on such bills this year 
was largely negative, the number of 
such proposals, in repetition of the 
1949 experience, leaves little doubt 
that legislation of this type will be 
widely presented next year. The trend 
will be further stimulated by the ex- 
tent that inflation develops as a result 
of the nation’s return to a partial war 
economy. 


N®™ JeRsEy’s legislature this year 
failed to enact bills proposed by 
the state attorney general to estab- 
lish a public defender in his office and 
to provide a $50,000 revolving fund 
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with which to hire experts to oppose 
utility rate increase applications. Nev- 
ertheless, Governor Driscoll declared 
that the New Jersey Board of Public 
Utility Commissioners would be ex- 
pected in the future to provide more 
protection for the public in opposition 
to rate increases for public utilities. 

Governor Driscoll announced that 
pending the 1951 session of the New 
Jersey legislature, when the bills pro- 
posed by the attorney general will be 
reintroduced, the state departments of 
utilities and law and public safety 
would pool their resources to protect 
the public in all rate cases. 

The Massachusetts legislature like- 
wise turned thumbs down on a request 
by Governor Dever for the establish- 
ment of a consumers’ counsel within 
the state Division on the Necessaries 
of Life to represent the public in util- 
ity and other hearings. The Massa- 
chusetts governor also urged the crea- 
tion of a special commission, with an 
appropriation of at least $150,000, “to 
investigate, study, and report on the 
reasons why electric light and power 
rates are so high in Massachusetts and 
its neighboring states.” Assailed by 
opponents as mere “utility baiting” for 
political purposes, this proposal also 
was still pending. Enacted in Massa- 
chusetts was a bill providing that the 
state department of public utilities 
shall conduct hearings for increased 
rates or reductions of service in the 
areas affected. 


NSUCCESSFULLY introduced in the 
Rhode Island legislature was a 
bill which would have prevented any 
public utility from petitioning for 
higher rates within a year after being 
granted a rate increase by the state 
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public utilities administrator. Also 
failing to win approval in Rhode Is. 
land was a bill to create a consumers’ 
counsel to present the public’s side in 
any proceedings up for hearing before 
Federal, state, or municipal agencies, 

New York state’s legislature reject- 
ed a bill to create a people’s counsel to 
“represent and protect the interest of 
the public” at hearings before the state 
public service commission on applica- 
tions for rate boosts by public utilities. 
It will be recalled that the late Presi- 
dent Roosevelt—while governor of 
New York—vetoed a similar proposal. 

Expected to be revived during next 
year’s legislative session in New 
Hampshire are proposals for creation 
of a people’s counsel to represent the 
public in rate cases before the state 
public service commission, and for 
limitation of the rate of return of 
public utility companies. 


)S gnpgarme authority for state pub- 
lic utility regulatory agencies and 
strengthening of their procedures in 
carrying out their existing powers is 
another of the continuing trends in- 
dicated by current-year developments. 

Legislation providing for state reg- 
ulation of intrastate telephone com- 
munication may be proposed next year 
in Texas, which now is one of the few 
states not controlling such utilities. 
The Texas House of Representatives 
this year adopted a resolution direct- 
ing the state legislative council to find 
out whether long-distance phone calls 
within the state cost more than similar 
calls across state lines. Sponsor of the 
measure said he did not want a regu- 
latory bill until such an investigation 
had been made. 

Enactment of a bill to strengthen 
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NEW PUBLIC UTILITY LAWS—COMING UP IN 1951 


the jurisdiction of the Massachusetts 
Department of Public Utilities in rate 
cases was finally rejected. It was 
sought by Governor Dever again, de- 
spite an earlier rejection by the state 
senate after having been passed by the 
house. The measure would have pro- 
vided that findings of fact by the DPU 
would be final in appeal to the courts 
from DPU decisions. Rejected in 
Massachusetts was another bill which 
sought to give the state legislature final 
authority to approve rate increases. 


Spat state regulation of public 
utilities and common carriers is re- 
garded as certain to be proposed dur- 
ing the 1951 session of the New Mex- 
ico legislature. In New Mexico at 
present the state public service com- 
mission has authority over gas, water, 
and electric utilities, while telephone 
and freight rates are regulated by the 
state corporation commission. Some 
advocates of more effective regulation 
have called for combining the two 
present regulatory agencies into a new 
commission, while others have pro- 
posed that one of the present agencies 
be abolished, with its functions trans- 
ferred to the other. Legislative pro- 
posals for procedures intended to pro- 
vide greater protection to the public 
also are planned. 


‘ASHINGTON’s state legislature 

this year enacted a law putting 
the operation of Puget Sound ferries 
under jurisdiction of the state public 
service commission. Most ferries on 
Puget Sound have been operated un- 
der contract by the various counties 
which depend on water transportation 


- and hence had not been subject to reg- 


ulation by the state. The legislature 
agreed with Governor Langlie that 
they should be regulated by the PSC 
the same as other public carriers. 

While the new Washington state 
legislation was not enacted as a step 
toward state ownership or operation 
of the ferries, several observers said it 
establishes a precedent in making a 
public utility operated by a municipal 
corporation subject to state regulation. 
If the state can regulate the rates 
charged by ferries under county op- 
eration, they said, it also can regulate 
the rates of power plants operated by 
public utility districts. 

A proposal slated for submission to 
the 1951 California legislature would 
empower the state public utilities com- 
mission to fully regulate contracts be- 
tween utilities and other corporations 
affiliated with and holding stock of the 
utilities. Assemblyman John E. Moss, 
Jr., of Sacramento county, who has 
announced plans to sponsor such a 


2 


“COMPARATIVELY few state legislatures met in regular 
9 


q session during the current year. Special sessions, where 
held, were limited for the most part to consideration \of 


specific matters. Yet numerous bills of direct and indirect 
importance to public utilities were offered. Analysis of these 
measures, together with administrative and other related 
developments, provides a key to what may be expected in 
1951 when the next heavy year of biennial state law-making 
activity gets under way.” 
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measure, explained it would be aimed 
at contracts between the Pacific Tele- 
phone & Telegraph Company and the 
parent American Telephone and Tele- 
graph Company. Similar contracts 
have been raised as issues in rate cases 
in a number of states. 


Special Telephone Legislation 


Je perocess 1950 legislature re- 
jected a bill which would have 
required a change in customary tele- 
phone rating practices. Relating to 
telephone rates in Louisville and Jef- 
ferson county, the bill would have 
prohibited any difference in rates 
charged for the same class of telephone 
service given inside and outside the 
city. 

It also would have provided for 
uniform fees for installation and 
maintenance of pay telephones in busi- 
ness houses and public places. 

South Carolina’s legislature enacted 
a bill giving the state public service 
commission greater authority in regu- 
lating telephone companies. The meas- 
ure was aimed at spreading service in 
rural areas. Pressure for greater ex- 
tension of rural telephone facilities 
also was stepped up in North Carolina 
this year by Governor Scott, acting 
through his state utilities commission. 

Although they will of necessity be 
stymied in proportion to the extent 
that equipment, materials, and man- 
power shortages are created by the na- 
tion’s involvement in military opera- 
tions and preparations, demands for 
additional rural telephone and power 
services will continue to spread. In- 
ability or failure of private utilities 
to meet these demands will result in 
more pressure for service by codpera- 
tives. 
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B™s authorizing the formation of 
cooperatives to extend telephone 
service to rural communities were en- 
acted this year in several states, includ- 
ing Georgia, Kentucky, Texas, and 
Virginia, with indications that similar 
measures will be sought in other states 
next year. 

Under the Georgia act, telephone 
cooperatives are under jurisdiction of 
the state public service commission. 

The Virginia telephone cooperatives 
act provides that the codperatives can- 
not duplicate existing service and must 
pay the same state and local taxes as 
a privately owned utility. A companion 
measure requires that all public utili- 
ties receive certificates of necessity 
from the state corporation commis- 
sion. 

Prior to-its enactment, the Texas 
bill was amended to provide that co- 
Operatives would not have the power 
to set up duplicating systems; could 
make interconnections with other sys- 
tems but not set up a new exchange 
where one exists; and could not force 
consolidations where a service is get- 
ting or is willing to give reasonably 
adequate service. The bill also was 
amended to remove a section telling 
the courts the act must be construed 
liberally. 

Also stricken from the bill before 
passage was a provision that the act 
would supersede any existing law in 
event of conflict. 

The measure finally enacted in Ken- 
tucky to authorize rural telephone co- 
Operatives was a compromise resulting 
from objections raised by counsel for 
the Southern Bell Telephone & Tele- 
graph Company. Proponents of the 
cooperatives said they were satisfied 
with the final result, however. 
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NEW PUBLIC UTILITY LAWS—COMING UP IN 1951 





Trend toward Antistrike Laws 


‘cp UBLIC utility antistrike laws, designed to curb disruption of 
essential utility services by labor disputes, will be sought in addi- 
tional states next year. Already effective in a dozen states, such laws 
will tend to receive greater support as a result of defense preparations.” 





Electric Power Bills 


re legislature next year will 
again receive a bill to bring rural 
electric codperatives and municipally 
operated power systems under the 
jurisdiction of the state railroad and 
public utilities commission. Similar 
proposals have been unsuccessfully in- 
troduced in past sessions of the Florida 
law mill. 

Arizona’s corporation commission 
early this year, as the result of a state 
supreme court ruling, announced it 
was assuming control of electric, gas, 
and oil codperatives throughout the 
state. 

Virginia’s 1950 legislature enacted 
a bill to regulate wholesale power 
rates. The commission previously had 
the power to fix retail rates, but not 
the rates charged to codperatives by 
power companies. 

That public ownership of utilities 
will be raised as an issue on a broad 
scale during next year’s heavy state 
legislative activity is clearly indicated 
by current-year developments. 
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A special session of the South Da- 
kota legislature this year enacted a 
consumer power district bill, in which 
changes will be sought next year. 
Advocates of public power contend 
that the present statute is not liberal 
enough, while opponents assert it is 
not necessary to get federally produced 
power. 

The new South Dakota law pro- 
vided for initiating a district first by 
filing a petition of 5 per cent of the 
electorate who voted for governor at 
the preceding election. Then a ma- 
jority vote of the electors is required 
to complete formation of a district. 
That holds for both rural areas and 
municipalities. 


HE districts, under the statute, 

have no power to levy taxes, as 
do other governmental corporations 
such as cities or counties, and they 
must operate on a nonprofit principle. 
They can float general obligation 
bonds. Formation of a district may be 
submitted to the electors at a regular 
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or special election, but the issue must 
be on a separate ballot. If the issue is 
voted down it may not be submitted 
for another year. A municipality to be 
part of a district must vote itself into 
such a corporation separately. 

One of the main points of con- 
troversy over the South Dakota law is 
that it prohibits retailing of power out- 
side the district. The exception is that 
energy may be sold up to 12 miles out- 
side the district to consumers who are 
not otherwise serviced by a central 
station, public or private. A district 
may wholesale anywhere in the state. 

The South Dakota districts cannot 
be taxed federally. But against them 
may be levied an occupational excise 
tax equal to all taxes, including li- 
censes, excise, property, or special as- 
sessment taxes, paid by private utili- 
ties 


A the result of a controversy be- 
tween public and private power 
interests in South Carolina, the lower 
branch of the state legislature there 
adopted a resolution calling for a study 
of the state’s private and public power 
facilities, including the state-owned 
$65,000,000 Santee-Cooper project. 
Pending completion of the study by 
the investigating committee, which 
will report next year, the resolution 
asked the halting of proposed $9,000,- 
000 construction of power transmis- 
sion lines from Santee-Cooper to 14 
rural electric cooperatives. The money 
was being loaned by the Federal REA 
to the 14 codperatives, banded to- 
gether as the Central Electric Codp- 
erative. Santee-Cooper will take over 
the lines in the future. Proponents 
of the study resolution said the 
lines would be used to compete 
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with, rather than supplement, private 
power, and eventually to “socialize” 
private power. 

The South Carolina Electric & Gas 
Company said the lines, paralleling 
ones it now operates, would mean its 
eventual death. 


“Authority” Legislation 

OUISIANA’S legislature approved for 

submission to the electorate in 
November a proposed state constitu- 
tional amendment which would permit 
the creation of a Sabine River Au- 
thority for development of the Texas- 
Louisiana boundary river. The pro- 
posed authority would codperate with 
a similar body already established in 
Texas and with Federal and local gov- 
ernmental agencies. 

The Louisiana amendment would 
specifically authorize improvements in 
navigation and flood control, projects 
for adequate water supply and hydro- 
electric power. The authority would be 
empowered to issue bonds up to $25,- 
000,000, payable out of income from 
the developments but not supported by 
the state credit. 

Passage of a resolution calling on 
Congress to broaden a survey of New 
England power facilities and resources 
was asked by Governor Dever in a 
special message sent to the Mas- 
sachusetts legislature in August. One 
resolution with that intent already had 
been passed by the Massachusetts law- 
makers, with a second similar resolu- 
tion pending at this writing. 

Also still pending in Massachusetts 
was a request by Governor Dever for 
legislative authorization of an inter- 
state compact to establish and main- 
tain a New England Development Au- 
thority. 
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HE proposed New England inter- 

state compact, sponsored by the 
New England Governors’ Conference 
and the New England Council, re- 
quires ratification by all six New Eng- 
land states to become effective. The 
Vermont legislature last year rejected 
a measure for that state’s participa- 
tion in the plan, but the issue will be 
up again there next year. One of 
the functions of the contemplated 
New England Development Authority 
would be to investigate the possibili- 
ties of further development of water 
power. 

In testifying at a recent hearing 
before President Truman’s Water Re- 
sources Policy Commission, witnesses 
from New England and New York 
recommended interstate compacts in 
preference to direct Federal aid, for 
developing water potentials in their 
area. With specific reference to hydro- 
electric development, sentiment ex- 
pressed by witnesses at this hearing, 
held in Springfield, Massachusetts, 
favored giving private utilities the first 
chance to develop power at their own 
expense. 

In signing last spring a bill increas- 
ing compensation of members of the 
New York State Power Authority, 
Governor Dewey served notice that 
the agency would wage a continuing 
fight with the Federal government 
over control of the water-power re- 
sources of the St. Lawrence and 


Niagara rivers, and that it would op- 
pose vigorously all attempts to es- 
tablish a “little TVA” in New York 
state. 


Recent Gas Bills 


HP prepa ee pricing, and taxa- 
tion of natural gas will be raised 
as issues next year in the natural gas- 
producing states, most of which did 
not have regular legislative sessions 
this year. There also will be further 
enactment of bills to facilitate the in- 
troduction of natural gas in areas 
where it is not yet available. A num- 
ber of such bills were introduced this 
year in the Massachusetts legislature, 
with some already enacted and others 
pending at this writing. 

One of the most significant 1950 
developments affecting natural gas was 
an opinion handed down by the Okla- 
homa Supreme Court, upholding the 
Oklahoma Corporation Commission’s 
power to set price structures in the 
Guymon-Hugoton gas field. The opin- 
ion was the first of its kind in the na- 
tion. 

Virginia’s 1950 legislature enacted 
a bill creating a state board to control 
natural gas and oil resources. The 
measure carries out recommendations 
of an interim commission which 
studied regulation and conservation 
steps needed to protect Virginia’s oil 
and natural gas resources in the south- 
western part of the state. 


e 


raised as issues next year in the natural gas-producing 


q “CONSERVATION, pricing, and taxation of natural gas will be 


states, most of which did not have regular legislative 


sessions this year. There also will be further enactment of 
bills to facilitate the introduction of natural gas in areas 
where it is not yet available.” 
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In continuation of a trend which 
has seen such measures enacted by a 
number of states in recent years, the 
Kentucky legislature adopted a new 
law to require licensing of persons 
and firms engaged in the compressed 
or liquefied gas business. A new Vir- 
ginia measure authorized the state 
corporation commission to prescribe 
safety regulations for equipment used 
by, and in the operations of, carriers 
for liquefied petroleum gases. 


Miscellaneous 


| ie peenaiatn legislature increased the 
compensation of members of the 
Louisiana Public Service Commission 
from $4,800 to $6,000 a year. Similar 
bills were enacted in a number of states 
last year and will be widely proposed 
during the 1951 sessions. Such a meas- 
ure was pending in Massachusetts at 
this writing. 

Failing to get through a special 
session of the Idaho legislature, but 
expected to be brought up again next 
year, was a bill to replace the state’s 
present three-member state public utili- 
ties commission with a single commis- 
sioner. Under the proposal, which was 
recommended by an interim state gov- 
ernmental reorganization committee, 
the salary of the single commissioner 
would be fixed at $8,500 and his term 
for six years. At present, each Idaho 
commissioner receives $4,500. 

A significant development this year 
in legislation affecting utility financing 
was a bill enacted in New York state 
which increases from 10 per cent to 
25 per cent of the assets of savings 
banks the amount they are authorized 
to invest in bonds of gas and electric 
corporations, and making various 


other important amendments to § 235 
of the state banking law affecting say- 
ings banks. 

Another bill enacted in New York 
divested the state public service com- 
mission of jurisdiction over fares on 
private bus lines in New York city 
and placed full responsibility for all 
bus fares in New York city on the city 
administration. Passed by the New 
York legislature but vetoed by Gov- 
ernor Dewey was a bill that would 
have made charitable corporations 
eligible for the same gas and electric 
rates charged domestic consumers. 


Pa utility antistrike laws, de- 
signed to curb disruption of essen- 
tial utility services by labor disputes, 
will be sought in additional states next 
year. Already effective in a dozen 
states, such laws will tend to receive 
greater support as a result of defense 
preparations. 

Arkansas and Georgia are among 
the states in which consideration has 
been given to possible future enact- 
ment of new utility antistrike laws, 
outlawing public utility strikes and re- 
quiring compulsory arbitration of 
labor disputes in utilities where other 
settlement measures fail. 

Such an antistrike law was indefi- 
nitely extended by the 1951 New 
Jersey legislature. Its constitutionality 
was recently upheld by the appellate 
division of the state superior court. 

Constitutionality of Wisconsin's 
public utility antistrike law was up- 
held earlier this year for the second 
time by the Wisconsin Supreme Court 
in an opinion which also declared that 
the statute applied to employees of the 
Milwaukee Transport Company. 
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OUT OF 
THE MAILBAG 


The Vanishing Buffalo 


I] HAVE just glanced through a year July 6th 
magazine, and was interested in what you 
say on page 6 regarding the vanishing “buf- 
falo,” or nickel; also, the article on page 25, 
“Is the Demand Charge Justified?” I might 
say that in April, 1948, in advertising as to 
what a consumer gets for his money, the fol- 
lowing was mentioned : 


You think nothing of paying each day: 
5¢ for a newspaper ; 

5¢ per bus ride; 

5¢ to 10¢ for a candy bar; 

5¢ to 10¢ for a cup of coffee; 

5¢ to park your car for one hour; 

5 to 10¢ for a glass of milk; and 

5¢ for one-quarter pack of cigarettes. 


However, in the city of Flint today the 
water company puts in a five-eighths-inch 
meter, and stands ready to furnish 900 cubic 
feet, equaling 6,750 gallons of water during a 
three months’ period, for the sum of $2, which 
would be at the rate of 66 cents per month 
for 2.2 cents per day for 75 gallons of water, 
which is softened and purified to the health 
department standards, and delivered under 40 
pounds’ pressure for the customer’s use, And 
if he has the connection above referred to he 
is required to pay the 2.2 cents per day, which 
might be considered as a demand charge, 
whether he uses the water or not. 

Furthermore, at this rate of 2.2 cents per 
day the water company is required to be in 
position to furnish all of the water that can 
flow through a five-eighths-inch meter, though, 
of course, the customer is expected to pay a 
low rate for all water used over 6,750 gallons 
in three months. 

I believe the water rates in the city of De- 
troit are even lower than Flint, and if minimum 
users, of whom there are many, had to pay 
as much as a depreciated nickel, the water 
companies would be doing mighty well indeed. 

In other words, I believe all that you sa 
in your magazine regarding the poor old nickel, 
but he still looks mighty good in the water 
business, However, with the way inflation is 
going on, I suppose it won't be long before the 
nickel looks small to a water company. 

—CxHartes Stewart Mort, 
Flint, Michigan. 


Is Uncle Sam a “Hoarder”? 


I WAS especially interested in the statement 
made in one of your recent publications 
under the heading “War Effort May Cut 
Project Spending.” I note what is given as a 
quotation from President Truman’s statement. 
Following that, the comment was — “this 
points to an early slowdown, if not a ‘freeze 
order, on Reclamation projects and REA 
activity not directly tied to military needs or 
civilian defense.” 

The statement quoted above appears to be 
more hopeful than realistic. Many of us who 
know how the Federal government takes ad- 
vantage of every crisis (many brought about 
by the government) to expand Socialism, know 
that the Socialist doctrine of first nationalizing 
the electric utilities is being followed by the 
social planners. We can, therefore, hardly ex- 
pect Mr, Truman or any of the public officials 
to do anything but proceed more rapidly than 
ever under this crisis to install publicly owned 
power plants such as are being installed by 
the Reclamation Bureau, the Army Engineers, 
and REA. 

Just shortly after the war started, the state- 
ment came out that changes were being made 
in the construction of the Hungry Horse dam 
so as to use more steel, even though it would 
make the project more costly, in order to speed 
up construction, There wasn’t any inference 
that construction would be retarded because 
of the war. 

According to an article which appeared in 
the August 3, 1950, issue of the Construction 
Bulletin, published in Minneapolis, Minnesota, 
the Bureau of Reclamation, under approval of 
Michael W. Straus, has speeded up the taking 
of bids and is expecting to speed up the start- 
ing of construction on a new Reclamation proj- 
ect known as the Tiber dam and reservoir at 
Chester, Montana. This is a case where the 

vernment, like many other individuals who 

ave been criticized by the government, is 
“trying to get ahead of the hoarders.” This 
seems to be about what we can expect from 
the government. Everybody needs to save but 
the government. 

In reading over a statement of cost esti- 
mates by the Reclamation Commission, one 
might easily be confused by thinking that the 
cost had reduced in some way from 
$22,000,000 to $15,000,000, Actually, the prime 
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contract had been reduced by changing the 
prime contract so as to get the work started 
sooner. However, the total cost of the project 
which is getting started will be $27,411,000, 
and that is only the beginning of a project 
which is estimated to cost $65,000,000. Of 
course, if these estimates are like the usual 
ones, the original Tiber dam project is likely 
to cost around $45,000,000 and the whole proj- 
ect about $100,000,000. 

It seems to me that somebody must be in 
very much of a hurry and fears that the 
complexion of Congress may change in 
November. Do they want to start these proj- 
ects so as to get the government obligated so 
that there will be no chance to go back? When 
we think of the men and material that will be 
used for this work during this third war 
mobilization period, we might get a picture of 
what it would mean not to start this project 
and use the materials and men for the 
production of needed military supplies and 
to save the expenditure of many millions 
of taxpayers’ money. 

We haven’t seen any retrenchment so far, 
in the REA projects; in fact, approximately 
50 per cent of the REA loans since January 1, 
1950, have been made for generating and trans- 
mission plants. They are pushing hard to use 
up the liberal appropriations made by Congress. 
Just recently, one member of the board of di- 
rectors of a local codperative, which is taking 
service from one of the generating and trans- 
mission coOperatives stated that they had been 
encouraged by the REA to spend as much 
money as they could while the money was 
there. 

—E. A. Stewart, 
Dubuque, Iowa, 


What Makes Industry Move? 


I WAS very much interested in your article 
in the July 6, 1950, edition of ForrnicHTty, 
“What Makes Industry Change Its Address?” 
by J. A. Whitlow. I thought it was a good 
article, giving good information. 


I was especially interested in one paragraph: 


So it is no surprise to find that the South 
has finally hit its stride. And it’s not surpris- 
ing that the “7-state area” of TVA has come 
along fairly well with the rest of the South. 
But there is little to support any claim that 
“cheap” government power has played any 
dominant part in the vast industrial develop- 
ment of the South. 


We who live in the Tennessee valley felt 
that that statement was just as true on April 
22, 1948, as it is now, but apparently Pustic 
Utitities Fortnicutty did not feel that way. 
On page 560 of your edition of that date you 
state: 


Utility company testimony likewise con- 
ceded the cheapness of TVA rates, especially 
to industrial consumers (3.17 mills per kilo- 
watt, which is lower than the rates charged 
to municipalities, codperatives, and private 
utilities). But it was pointed out while such 
rates had attracted much industry to the 
valley, that very consequence had resulted 
in the shortage of electric power to meet 
such demand—the shortage which TVA now 
wants to handle by the establishment of a 
strictly fuel-generating plant at New John- 
sonville, 


Shortly after April 22, 1948, the National 
Association of Electric Companies paraded be- 
fore the Senate Appropriations Committee all 
the representatives that they could possibly get 
from chambers of commerce who alleged what 
you alleged in your comment just quoted, that 
the TVA was stealing their industries with 
cheap rates. On cross-examination none of 
these witnesses testified as to any plant that 
had moved. It is pleasing to see that your 
July 6, 1950, edition gives the facts. 


—KeEn G. WHITAKER, 
Secretary, information committee, 
Tennessee Valley Public Power 

Association. 





ng) HE farther we go with government-control correctwe measures 
the more fouled up becomes the network of partly controlled and 
partly free-market prices and production. Should we fail to understand 
what is happening, the more fouled up things get, the more plausible 
becomes the case for additional controls... . 

“The would-be planners don’t talk about moving into a government- 
control economy. They talk about corrective measures. Yet, the difference 
between a government-corrected economy and a government-control 
economy is a difference in how one talks about them, not a difference in 
how they must actually work. 

“Government control can come into its own, as an all-out basic system, 
by cumulative progression toward that state of affairs in which free- 
market economy actually has been made not only unworkable but ir- 


revocable.” 
—Excerpt from an analysis by the 
United States Chamber of Commerce. 
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Washington and the 
Utilities 


Congressional Jitters 


T was a weary and nervous Congress 
that raced for home the evening of 

September 23rd at the close of a 29-hour 
filibuster against the certainty there 
would be an override of President 
Truman’s veto of the so-called Com- 
munist control bill. 

Weariness had been engendered by 
weeks of debate over the Korean situa- 
tion and the need for special legislation 
to cope with that emergency, while fear 
stemmed from two sources—possible 
voter reaction to a congressional holiday 
in the face of the national emergency, 
and the feeling among many of the legis- 
lators that the administration had been 
granted too sweeping powers in the 
Defense Production Act of 1950. 

Although the measure was passed by 
comfortable majorities in both houses, 
progress of the bill, from introduction 
to final passage, was marked by patent 
fears that it might “go too far” in giving 
the President a blank check on the na- 
tion’s economy. Along with this uneasy 
frame of mind, there seemed a tendency 
on the part of some of the solons to pass 
the bill, and thus “pass the buck” to 
the White House if things didn’t work 
out all right. This was evidenced by the 
fact that the measure included powers 
far greater than had been requested by 
the President. 

Fear of the possibility that the adminis- 
tration might abuse powers granted un- 
der the act came to light in more than 
one instance. There was the effort on 
the part of Senator Edwin C. Johnson 
(Democrat, Colorado) to place all con- 
trol powers and authority in the Depart- 
ment of Commerce. The Johnson amend- 
ment was opposed by the propublic 
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power group of the Senate on the 
grounds that it would take control of 
Federal hydroelectric power develop- 
ments from the Department of Interior, 
while administration supporters argued 
the amendment would make the Presi- 
dent subordinate to the Secretary of 
Commerce. It was this last argument 
which carried the greatest weight, yet 
the Johnson amendment was passed by 
the Senate only to be stricken by House- 
Senate conferees after a day of wrang- 


ling. 


i: fear of presidential abuse of 
power under the act came to light 
in an amendment by Senator Henry C. 
Dworshak (Republican, Idaho) which 
would ban presidential authorization, or 
creation, of a Columbia Valley Author- 
ity. Although he had assurance of strong 
support for his amendment, Dworshak 
did not press for its adoption after Sena- 
tor Burnet R. Maybank (Democrat, 
South Carolina), chairman of the Bank- 
ing and Currency Committee and spon- 
sor of the act, declared the committee 
did not construe the bill as carrying such 
authority. This, coupled with the floor 
statement by Majority Leader Scott W. 
Lucas (Democrat, Illinois) that the 
President had no intention of creating 
a CVA under the powers contained in 
the act, according to Dworshak, would 
put the President in the position of re- 
pudiating his Senate leadership should 
he subsequently create a CVA. Defeat of 
the amendment, Dworshak explained, 
could be readily construed as giving the 
President the authority to set up, not 
only a CVA, but any number of such 
authorities. 

Now the law of the land, the National 
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Production Act has yet to prove its 
workability. Questions already had been 
raised over the President’s first steps 
to put the act into operation. Not a few 
observers see too great a division of 
authority under the act, contending 
that the National Production Author- 
ity should have virtually all control pow- 
ers with the exception of credit, wage, 
price, and rationing. 

In his initial executive order creating 
the authority, President Truman put con- 
trols of electric power, gas, oil, and fuels 
in the Department of Interior. This, 
according to those who observed govern- 
ment production difficulties in the early 
days of World War II, can lead to con- 
fusion and friction which may necessitate 
White House intervention. These poten- 
tial mix-ups were discussed in some de- 
tail on page 435 of the September 
28th issue, under the heading “Heavy 
Weather Ahead for Defense Adminis- 
tration.” 

> 


Second Session Not Smooth 
For Administration 


a President Truman declared 
at a recent press conference that 
the 81st Congress had been a “good” one, 
carrying out most of his recommended 
program, the fact remains that much the 
President recommended failed to ma- 
terialize on the statute books. 

The first session saw repeal of the 
Taft-Hartley Act flatly rejected, while 
there was no effort during the second 
session to bfing a repealer to the floor 
of either house. Other major “social re- 
forms” of the President were carefully 
held in committee rooms, without report, 
while one, the Brannan plan for subsidy 
farm payments, was severely condemned 
on the floor of the House by Agriculture 
Committee Chairman Harold D. Cooley 
(Democrat, North Carolina) as an im- 
possible measure. 

Social security legislation was broad- 
ened with the support of Republicans as 
well as Democrats, but the Congress gave 
scant heed to the administration’s wishes 
for a system of compulsory health insur- 
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ance to be paid for by payroll levies on 
employer and employee alike. This pro- 
posal received a second congressional re- 
buff when the Congress rejected the 
President’s Reorganization Plan No. 27, 
to establish a Department of Health, 
Education, and Security, made up of 
segments of the Federal Security Agency 
now headed by Oscar R. Ewing. 

Other reorganization plans on which 
Congress turned thumbs down were 
those affecting the Treasury and Agri- 
culture departments, the Interstate Com- 
merce Commission, the National Labor 
Relations Board, and the transfer of the 
Reconstruction Finance Corporation to 
the Department of Commerce. 


¥ 
Other Rebuffs for Administration 


| gare eter nominees had rough 
going during the second session, four 
being rejected. On August 9th, the 
Senate, in rapid succession, refused con- 
firmation of Martin A. Hutchinson 
(Virginia) as a Federal Trade Commis- 
sioner; Frank E. Hook (Michigan) as 
a member of the Motor Carrier Claims 
Commission; M. Neil Andrews (Geor- 
gia) as Federal judge for the northern 
district of that state; and Carl O. 
Switzer as Federal judge for the south- 
ern district of Iowa. 

Even though the President’s State of 
the Union message at the January open- 
ing of the second session strongly urged 
the creation of valley authorities and 
liberal appropriations for water resources 
developments, Congress permitted nu- 
merous bills of this nature to remain in 
committee pigeonholes. Among these 
were the St. Lawrence seaway and power 
project, the Missouri Valley Authority 
Bill, and the Columbia Valley Adminis- 
tration measure. This last got to the 
hearing stage during the first session, 
but appropriations by House and Senate 
for on-the-ground hearings in the Pacific 
Northwest went unused. Parenthetically, 
it is noted here that some sponsors of the 
CVA measure privately admit that such 
hearings would produce a preponderance 
of testimony in opposition to the plan. 
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n the matter of appropriations for 
| various Federal power development 
projects, the Congress reduced each one, 
and eliminated a few. Among the more 
important of the latter was a request for 
funds to initiate construction of the 
Delta (California) steam plant in the 
Central Valley project. In addition, Con- 
gress, on final passage of the Omnibus 
Appropriation Bill for fiscal 1951, di- 
rected that a total of $550,000,000 be cut 
from the over-all total. This could re- 
tard many projects now under way, but 
there is every indication that power 
projects will not be affected. The Depart- 
ment of Interior has quickly linked all 
of its proposed hydroelectric develop- 
ments to national defense, while the 
Tennessee Valley Authority obtained a 
supplemental appropriation of $28,- 
500,000 to accelerate construction of the 
New Johnsonville steam plant and three 
hydro units. In requesting the appropria- 
tion, TVA Chairman Clapp described it 
as necessary to the war effort, predicting 
a power shortage in the TVA area of 
operations by the winter of 1952. 


v 


Various Power Agencies 


Closely Eyed 


URING the session, both House and 

Senate indicated some degree of 
skepticism, if not distrust, of the opera- 
tions of the Bureau of Reclamation, the 
Southwestern Power Administration, 
Rural Electrification Administration, and 
the Army Corps of Engineers. The lat- 
ter was criticized for the inaccuracy of 
some of its estimates, while the House 
Appropriations Committee rapped the 
Bureau of Reclamation’s method of 
presenting its proposals. Said the com- 
mittee : 


The Bureau of Reclamation displays 
a propensity at times to be less than 
candid in presenting its budget pro- 
posals. For example, the budget pro- 
gram of the bureau for the fiscal year 
1950, under the Colorado-Big Thomp- 
son project, proposed construction of 
a transmission line identified as “Estes- 


Valmont.” This line was expressly 
denied in the conference report on the 
1950 bill, which was approved by both 
houses of Congress. Yet it is noted in 
the budgetary submission for the fiscal 
year 1951, under the Colorado-Big 
Thompson project, construction of a 
new line from Estes to Leyner is 
proposed. . . . Obviously, this is basi- 
cally the same transmission line as the 
one denied for 1950, yet the bureau 
has not bothered to point out this 
affirmatively to the committee. The 
committee would be happy to see offi- 
cials of this bureau display more 
candor. 


HE Rural Electrification Adminis- 

tration was closely examined by the 
Senate Agriculture Appropriations Sub- 
committee, while a House Subcommittee 
on Expenditures in the Executive De- 
partments was mildly critical of some pro- 
cedures of the huge lending agency. The 
Senate group sharply eyed certain REA 
loans to super co-ops (generating and 
transmission codperatives) in the terri- 
tory of the Southwestern Power Admin- 
istration. 

Facilities of these codperatives are 
to be leased back to the SWPA, thus 
enabling the latter to obtain, for all prac- 
tical purposes, steam plants and trans- 
mission lines for which Congress has re- 
peatedly refused to appropriate. Of these 
deals the Senate group said: 


The question of REA loans for the 
construction of generating and trans- 
mission facilities to be leased to the 
Southwestern Power Administration 
was a matter of considerable contro- 
versy in both the Subcommittee 
on Agriculture Appropriation and the 
full committee. This involves a ques- 
tion of policy which cannot be prop- 
erly determined by the Committee on 
Appropriations. In view of the im- 
portance of this matter the committee 
respectfully suggests that the Standing 
Committee on Agriculture and For- 
estry review this entire subject to de- 
termine whether legislation is neces- 


sary. 
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Exchange Calls 


New Air-raid System Completed 


TELEPHONIC air-raid warning system 
that could alert any part of the 
United States in the event of an enemy 
air attack has been completed, according 
to Continental Air Command Head- 
quarters at Mitchel Air Force Base. The 
final installation of 146 air-raid warning 
telephones was made last month in se- 
lected cities and towns throughout the 
eastern and western air defense force 
areas, it was announced recently. The 
names of the towns and cities were not 
disclosed. 

The warning centers are in police and 
fire department quarters and in “other 
responsible civic centers’? where enough 
telephone lines exist and an operator is 
on duty twenty-four hours a day. 

Three types of warnings will be 
flashed to the key point warning centers, 
according to the plan. Yellow signals 
will mean hostile planes are over or ap- 
proaching the North American con- 
tinent. This signal alerts civilian defense 
officials but is not passed on to the gen- 
eral public. A red signal means an air 
attack on the area is probable and emer- 
gency measures must be taken. A white 
amg means “all clear.” As in World 

ar II, a ground observer system, with 
each observation post manned twenty- 
four hours a day by twenty watchers, will 
supplement the warning system. 


* 
Separation Procedure Discussed 


Ae committee on telephone reg- 
ulation of the National Association 
of Railroad and Utilities Commissioners 
met in Washington, D. C., last month to 
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And Gossiy 


discuss so-called “telephone separation 
procedure.” This committee, headed by 
Chairman Matt L. McWhorter of the 
Georgia Public Service Commission, is 
particularly concerned with the growing 
disparity between interstate and intra 
state toll rates. 

A survey of the situation was con- 
menced early last month in New York 
city by a joint FCC-NARUC staff sub- 
committee, headed by James H. Brown 
of the Virginia Corporation Commission 
staff. Increases in intrastate telephone 
rates, including intrastate toll rates, have 
brought the pattern of interstate-intra- 
state telephone rate structures into sharp- 
er focus from the viewpoint of the state 
regulatory authorities, because no paral- 
lel increases have been made in the in- 
terstate long-distance rates under Fed- 
eral Communications Commission juris- 
diction. 

The special NARUC committee ex- 
plored the possibility of changes in the 
1943 Separations Manual by which tele- 
phone revenue, expenses, and plant are 
allocated between interstate and intra- 
state operations for regulatory purposes. 
The advent of technical improvements in 
interstate communications, such as coax- 
ial cables and microwave radio relay 
systems, has posed intricate problems 
calling for revisions of the separations 
procedures. 

> 


Truman Names Creasey 


RESIDENT Truman last month named 
Robert T. Creasey, president, Divi- 
sion 10, Communications Workers of 
America, to the post of Assistant Secre- 
tary of Labor. The appointment will be 
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EXCHANGE CALLS AND GOSSIP 


placed before the Senate when it again 
convenes in November. Meanwhile, 
Creasey will serve in the post with an 
interim presidential appointment. 

The A leader replaces John W. 
Gibson who resigned in late August after 
serving in the post for four years. The 
Division 10 president was the choice of 
CIO for the post. There are three as- 
sistant secretaries in the Labor Depart- 
ment. One of these posts normally goes 
to a CIO preference and another to an 
AFL preference. 

Creasey has long been active in the 
ranks of the telephone workers. He was 
a leader in the formation of the union 
among Long Lines workers as far back 
as 1936. He served during the forma- 
tive years of the union both as a local 
and a national officer. Creasey was elect- 
ed vice president of the Long Lines 
workers’ union in 1945 when it reor- 
ganized as the American Union of Tele- 
phone Workers. In this capacity he 
served as chief negotiator for the union 
and was a well-known representative at 
NFTW functions. 

In 1947 Creasey played an active rdle 
in the formation of the Telephone Work- 
ers Organization Committee (CIO). 
Recognizing the need for unity, he later 
became a firm advocate of unity of 
TWOC and CWA within the CIO. He 
served as chairman of the joint commit- 
tee on unification which established the 
principles for merger in 1949. Creasey 
became president of Division 10 in 1949. 


¥ 


Union Structure Revamped 


73 entire structure and method of 
operation of the CIO Communica- 
tions Workers of America is to be modi- 
fied under constitutional changes ap- 
proved by the union’s membership in a 
nation-wide referendum recently com- 
pleted. CWA, nation-wide CIO tele- 
phone union, represents 300,000 workers 
in the United States and Canada. 

The changes—voted on during a 90- 
day period—were approved by a 3-to-1 
majority. Under them there will be only 
two levels of policy making in the union 
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—the local and the international. The 
union’s present 38 divisions are to be 
dissolved. Contracts now held in the 
name of the divisions will be renegotiat- 
ed in the name of the international union. 
All bargaining henceforth is under de- 
tailed direction of the international. 

Districts—11 in number—are to be 
established as administrative units of the 
international union. District directors, to 
be elected, will be executive board mem- 
bers. Other board members are to be 
president, secretary-treasurer, and three 
vice presidents. 

Changes in structure and method of 
operation are to be put in effect in this 
manner : 

Chartering of the estimated 1,400 
locals by the international union is to 
begin immediately. All existing CWA 
locals are guaranteed their present juris- 
diction. 

As contracts now in effect come up for 
renegotiation, they will be placed in the 
name of the international union. All new 
contracts will likewise be in the name of 
the international. 

These procedural changes are to be 
completed by early 1951. A convention 
of the international union comprised of 
rank-and-file delegates will put the 
changes in operation into effect. 

In announcing the results, Joseph A. 
Beirne, CWA president, said this 
marked “the final evolutionary step in 
our structural development. It’s one 
we've gradually been working toward 
for years.” 


¥ 


Charges FCC Sidestepped 
Pledge 


pape television set makers recently 
contended that the current plan for 
color video will injure present set own- 
ers and cost future set buyers extra 
money. Philco Corporation of Philadel- 
phia said in effect that the Federal Com- 
munications Commission sidestepped a 
promise to the public in tentatively de- 
ciding to license Columbia Broadcast- 
ing System color, which existing sets 
cannot pick up. 
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Zenith Corporation said that if the 
manufacturers redesign all receivers to 
tune in both present telecasting and the 
CBS color signals, in black and white, 
the set-buying public may have to pay 
“as much as $200,000,000 a year for a 
feature which may never be used.” 
Zenith noted that the Columbia selection 
was still not final. 

Motorola of Chicago raised the con- 
tention that FCC’s procedure may bring 
about a temporary shutdown in set pro- 
duction and said that any quick changes 
in design will result in “chaos.” 

These statements were among the last 
to be received by the commission in re- 
sponse to its calls for design changes in 
thirty days. None of the approximately 
thirty manufacturers heard from said 
any such change could be made in that 
time. Some estimated it could be done 
some time next year. 


> 


NPA Assistant Appointed 


PA Administrator William H. Har- 

rison on October 6th announced 
the appointment of Glen Ireland as an 
assistant to the Administrator. 

Mr. Ireland has been granted a leave 
of absence from his post as vice presi- 
dent and general manager of the Pacific 
Telephone & Telegraph Company, north- 
ern California and Nevada area. 

A native of Iowa, Mr. Ireland served 
in World War I as a First Lieutenant 
in the Field Artillery, following his grad- 
uation from the University of Iowa with 
an engineering degree in 1917. From 
1919 to 1923, he was in the plant and 
engineering departments of the North- 
western Bell Telephone Company, Des 
Moines, Iowa. During the ensuing 
twenty-three years, he was associated 
with the American Telephone and Tele- 
graph Company in New York city, serv- 
ing in various engineering capacities. He 
was successively transmission engineer, 
operating results engineer, and property 
costs engineer. Mr. Ireland was elected 
vice president of the Pacific Telephone 
& Telegraph Company on January 1, 
1947, in charge of revenue requirements 


and regulatory matters, transferring in 
July, 1949, to his present post. 


¥ 


High Court Voids Raise 


Bene New Jersey Supreme Court 
early this month refused to uphold 
a wage increase awarded to 10,000 New 
Jersey Bell Telephone operators by a 
state arbitration board. The court ruled 
that the $2.50 weekly raise could not be 
upheld because the board had not shown 
whether its conclusions were based upon 
“facts or speculation.” The board was 
directed to reconsider the case, hear ad- 
ditional evidence if necessary, and make 
a new award. 

The wage increase was awarded April 
19, 1950, but its payment was delayed by 
company court appeals. Commenting on 
the further delay, the court said “it is 
regrettable as we are conscious of the 
lapse of time since the expiration of the 
contract between the company and the 
union on May 10, 1949.” 

After expiration of the contract, a dis- 
pute arose and the operators threatened 
to strike. To avert this, Governor Dris- 
coll seized the company and appointed 
the arbitration board. Besides ruling that 
the board had not submitted enough 
evidence to back up its award, the court 
also criticized a board order which re- 
quired a modified union shop. This order, 
said the court, conflicted with the Taift- 
Hartley Act. 

The appellate division of the state 
superior court previously had upheld the 
arbitration board. 

As a result of the supreme court’s deci- 
sion, union officials set a strike of the 
telephone company’s operators at 6 AM 
October 6th. Within two hours of the 
strike call, however, union and company 
representatives were summoned to nego- 
tiations. 

Under an 18-month agreement, reached 
four hours before the deadline for 
the strike, operators will receive gen- 
eral wage boosts of $2 to $4 a week. The 
operators did not win the modified union 
shop which they had called the major 
issue in the dispute. 
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Financial News 
and Comment 


By OWEN ELY 


Alphabetical Review of Holding 


Company Dissolution Programs 


MERICAN & ForEIGN PowEr—The 
A new recapitalization plan is ex- 
pected to be filed in the near future. The 
management is reported to be making a 
last effort to reconcile its views with those 
of the various committee representatives 
and with officials of Electric Bond and 
Share, It appears rather doubtful wheth- 
er this can be accomplished, however, and 
the plan when issued may be only a 
“company plan” subject to the usual bar- 
rage of criticism from opposing counsel 
in proceedings before the Securities and 
Exchange Commission and the courts. 
Meanwhile, the company’s background 
position has received a fillip from the 
economic improvement in Latin Amer- 
ica, resulting from our stepped-up de- 
fense program and the general inflation- 
ary trend. 


|. qe: Power & LicuT has ad- 
vanced in recent weeks on expecta- 
tions that a favorable “deal” can be made 
for the sale of its important remaining 
subsidiary, Washington Water Power, 
to the public utility districts. President 
Aller of AP is said to favor such a sale, 
assuming that the 1949 Washington state 
statute authorizing a number of PUD’s 
to act jointly in making a purchase is 
found constitutional by the state supreme 
court. (A decision is expected within a 
few weeks.) It will be recalled that this 
issue has been in litigation for several 
years, and because of political crosscur- 
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rents in the state of Washington it is hard 
to predict the outcome. 

A negotiated sale to the PUD’s might 
obtain a price substantially higher than 
the going market price because of the 
tax-free feature, which applies both to 
the company’s earnings and to the sale 
of tax-exempt revenue bonds at low rates 
to finance 100 per cent of the cost. More- 
over, the company is enjoying good water 
conditions this year; it has increased 
some of its industrial rates; and is ask- 
ing for a substantial increase in residen- 
tial rates. It has been proposed to the 
Federal Power Commission that the com- 
pany be allowed to build a $40,000,000 
hydro plant on a site in Idaho. This 
would about double the company’s out- 
put, but it already has to buy substantial 
power and could use the full new amount 
by 1952. This project could probably be 
financed largely with senior money and 
might thus prove quite favorable to the 
common stock—but results would not be 
realized until around 1953, probably too 
late to be a factor in disposal of the stock. 

American Power & Light in February 
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sold its entire interest in Pacific Power 
& Light for approximately $16,200,000 
(about $9.20 a share on the present split- 
up stock).-Due to the recent sharp in- 
crease in earnings, the buyers of the stock 
(Bear, Stearns & Co., Allen & Company, 
and fourteen others) have disposed of 
about two-thirds of their holdings to a 
syndicate headed by Lehman Brothers, 
Union Securities Corporation, and Dean 
Witter & Co., by whom the stock has 
been offered to the general public at a 
price of $14 a share, or approximately 
ten times the tax-adjusted 1950 earnings. 


HE present price of American Power 

& Light (17) reflects about $3 a 
share in cash held against possible tax 
claims and litigation. Remaining market 
value of American would approximate 
$33,000,000, or about twelve times the 
current earnings of Washington Water 
Power. Even if the latter should be sold 
to the general public instead of the 
PUD’s, allowance could be made (in the 
price-earnings ratio) for the favorable 
factors mentioned above and also the 
sound capital structure (57 per cent stock 
equity) plus potential refunding savings 
on both bonds and preferred stock. 

It now appears unlikely that certain 
stockholders will be successful in having 
the stock distributed immediately to AP 
holders. 

Arkansas Natural Gas—The company 
filed a plan in January for separation 
of gas transmission, distribution, and 
related production properties from its oil 
and other facilities. Under the plan each 
share of the common and A stocks would 
be exchanged for one common share in 
each of the newly formed operating com- 
panies. This plan was opposed by the class 
A stockholders’ committee, and there 
appear to be no later developments. 


ENTRAL Pusiic Utitity—There 
have been no recent developments, 

but proposed excess profits taxes make 
the company’s present income tax exemp- 
tion more important than ever. This ex- 
emption will of course be lost when the 
plan becomes effective and debenture 
holders receive common stock, thus elimi- 
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nating the theoretical payment of interest 
on the debentures in the Treasury report, 
(See summary of study by Wertheim & 
Co., page 446 of the September 28h 
issue. ) 

Central States Electric—On Septen- 
ber 20th stockholders approved the plan 
for dissolution of the subsidiary, Ameri. 
can Cities Power & Light, and an initial 
distribution is scheduled for October 
26th. Chief Justice Fred M. Vinson of 
the Supreme Court recently denied an 
application by junior security holders of 
Central States Electric to stay the pro- 
posed reorganization plan, which had 
been approved by the court of appeals 
on August 17th. Presumably the trustee's 
plan will now go into effect. 

Cities Service Company—The com- 
pany has now substantially complied with 
the Holding Company Act, except with 
respect to the split-up of Arkansas Nat- 
ural Gas and several minor questions. 

Eastern Utilities Associates — The 
company has arranged to purchase Fall 
River Electric stock from New England 
Electric System, and when this is cor- 
summated in the near future an allocation 
plan should be filed. The charter provi- 
sion, which would give the convertible 
stock half as much as the common per 
share, is not considered binding—an 
“investment value” basis will probably be 
determining. 


= BonpD AND SHARE has com- 
plied rather substantially with the 
Holding Company Acct in that it does not 
hold more than 10 per cent of the stock 
of any former electric subsidiary. How- 
ever, the immediate question before the 
SEC is whether the company can retain 
the big block of stock of United Gas which 
it received in the Electric Power & Light 
breakup. General American Investors 
and some other EB&S stockholders want 
United Gas distributed, and there is some 
indication that the SEC staff may be 
sympathetic with the idea ; however, the 
issue is an important one and might well 
be taken to the U. S. Supreme Court if 
the commissioners should order the dis- 
tribution. EB&S in any event to 
retain other assets. current value of 


584 





eptem- 
he plan 
Ameri- 


1 initial 
Yetober 
ison of 
ied an 
ders of 
1é pro- 
th had 
appeals 


“ustee’s 


: com- 
-d with 
ot with 
is Nat- 


FINANCIAL NEWS AND COMMENT 


Electric Bond and Share stock may be 
estimated somewhat as follows: 


Per Share 
Elec. Bond & 
Share 


United Gas (55/100 share at 
182) ; $10.25 
ties (less estimated liabili- 
ties*) 

Pbasco Services, Inc. (valued 
at five times earnings) .... 

American & Foreign Power, 
estimated at 


4.53 


*Liabilities include the reserve for payments 
of preferred stock stubs on the basis of the 
SEC order, which must be confirmed by a 
Federal court. 

**Based on the old plan valuing the deben- 
tures at par and the new common stock at 13, 
or about four times estimated current earn- 


ings. 


Federal Water & Gas—A hearing was 
scheduled for October 4th on the amend- 
ed plan of liquidation, which has been 
delayed by the claims of New York 
Water Service Corporation and a sub- 
sidiary. The company sometime ago pro- 
posed to distribute to each share of Fed- 
eral one-half share of Scranton Spring 
Brook Water. The remaining Scranton 
stock, about three-tenths share for each of 
Federal, is held to settle the litigated 
Chenery claims, plus any others. (About 
$1,000,000 cash is also reserved for tax 
claims and Chenery’s awarded amount. ) 
Assuming stockholders eventually get the 
entire eight-tenths share of Scranton, this 
would be worth about $11 per share of 
Federal compared with the recent $9 mar- 
ket price. 


a Pustic Urtititres—The 
\J question of what remaining steps, 
if any, GPU should take to complete its 
compliance with the Holding Company 
Act is now before the SEC. The com- 
pany had been hopeful that, with the 
proceeds of sale of its three New York 
Properties used to improve system capital 
structure, the program would be consid- 
ered virtually complete. But the SEC 
staff appears to have doubts regarding 
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the company’s contention that remaining 
properties in New Jersey and Pennsyl- 
vania form a fully integrated system 
(with the exception of the small Northern 
Pennsylvania Power Company). There 
is also some question as to s ting 
a gas property in New Jersey. GPU has 
suggested informally that it may eventu- 
ally give up the now important Manila 
Electric; however, this would probably 
be effected by distributing the stock of 
Associated Electric, which would con- 
tinue as a holding company for Manila 
(only), which arrangement might have 
political advantages. As the result of re- 
building obsolete equipment both here 
and in Manila, system earnings have in- 
creased sharply in the past two years. 

International Hydro-Electric — The 
trustee’s plan for an 8-to-1 allocation of 
assets between the preferred and class 
A stocks is stil] before the commission, 
and hearings may start in about a month. 
No new plan has yet been proposed. 
(There were, of course, a large number 
of earlier plans which are presumably 
obsolete.) Sale of a block of Gatineau 
Power stock was finally effected this sum- 
mer, the proceeds of which (together 
with a bank loan) were used to retire all 
the debentures. 

Long Island Lighting—An appeal to 
the Supreme Court was taken on the com- 
pany’s recap-merger plan, but the Court 
has confirmed the plan, which will prob- 
ably go into effect at an early date. 
Rumors that Consolidated Edison may 
make a new exchange offer to acquire 
a controlling interest in the company are 
said by a representative of Long Island 
Lighting to be unfounded. 


IDDLE West CoRPORATION—The 

company has distributed $2.50 a 

share in cash, and closed the transfer 

books. Remaining assets, estimated at 50 

cents or more, will be distributed around 
December, 1951. 

New England Public Service—The 
company’s bank loan will be reduced to 
$3,000,000, assuming that it recovers 
$2,000,000 from the escrow fund set up 
for the certificates of contingent interest. 
The company recently sold a block of 
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Central Maine Power stock to reduce the 
loan. The loan is being renegotiated to 
permit payment of dividends on the plain 
preferred stocks; if such dividends are 
then paid, it may take an estimated two 
years to pay off the bank loan. However, 
an allocation plan should be forthcoming 
before the loan is paid off. 

Niagara Hudson Power—The com- 
pany will probably pay off its bank loan 
in November and dissolve by December 
31st. The warrants were wiped out under 
the plan, but the circuit court revoked 
this feature, and the warrants may have 
to be paid off in cash by the new com- 
pany. (No value is set yet, quoted No- 
vember 16th bid.) The issue is now be- 
fore the U. S. Supreme Court. 

North American Company—The com- 
pany has not as yet implemented its pro- 
posed merger with Union Electric by 
filing an official plan with the SEC. Ques- 
tions still unsetteld are: (1) The pro- 
posed transfer of the stock of Missouri 
Power & Light to Union Electric. (2) 
Breakup of North American Utility Se- 
curities Company : North American Com- 
pany has claimed all the assets but the 
SEC staff findings were adverse, and 
North American is taking the matter to 
the courts. (3) Settlement of claims for 
$3,000,000 fees in the North American 
Power & Light Case. The Boehm litiga- 
tion is not a factor ; Union Electric could 
assume any such liability. 

Northern New England—Breakup of 
this small holding company will appar- 
ently await final dissolution of its sub- 
sidiary, New England Public Service, 
for reasons not clear—unless there is 
some question of subordination involved. 


HILADELPHIA COMPANY is continuing 

to make fairly rapid progress in its 
streamlining program. The recapitaliza- 
tion plan of Pittsburgh Railways will be- 
come effective December 31st, and pre- 
sumably Philadelphia Company will try 
to effect a sale of its new stock interest 
in that company during 1951. 

Philadelphia Company used most of 
the proceeds of its natural gas units 
(about $77,000,000) to retire its funded 
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debt and part of its preferred stock and 
is now working on elimination of the re. 
maining preferred stocks. The $10,000. 
000 $6 preference stock has been called 
at 110, but some $5,400,000 of $5 prefer. 
ence (also callable at 110) remain to k 
retired. Philadelphia Company probably 
has enough debentures left to redeem 
this issue. There are also three non- 
callable preferred stocks to be taken 
care of —$24,500,000 6 per cent second 
preferred ($50 par), currently selling on 
the Stock Exchange around 59, a negligi- 
ble amount ($2,300 par value) of Se 
cent first preferred, and $1,800,000 Con- 
solidated Gas Company 6 per cent pre 
ferred, dividends on which are guarar- 
teed and paid by Philadelphia Company. 
(The company has been inactive since 
1919 and has no plant.) 

Philadelphia Company has made sev- 
eral proposals to the SEC for retiring 
these issues : It is now offering each share 
of the 6 per cent preferred one share of 
Duquesne Light 4 per cent preferred 
stock ($50 par) plus $3.50 a share in 
cash. An SEC hearing was held Septem- 
ber 26th and an early settlement of the 
problem appears likely. As soon as all 
these preferred stocks are out of the way, 
Philadelphia Company can apply a sub- 
stantial amount of income to retirement 
of its bank debt which is understood toap- 
proximate $20,000,000. Eventually this 
would pave the way for a merger with 
Duquesne Light (if this should prove 
advantageous taxwise) or distribution of 
Duquesne to its own stockholders. Of 
course the program could be expedited, 
if desired, by an advance from Standard 
Gas & Electric to pay off the bank loan 
(which method would be complicated by 
the minority Philadelphia Company 
stock) or by sale of a part of the Du 
quesne holdings. 


Syme Power & Licght—The com- 
pany’s portfolio includes a loan to 
Standard Gas of about $1,000,000 (it 
is not clear why this isn’t paid off), 
Standard Gas preferred stock worth 
about $7,000,000, common with a market 
value of about $9,000,000, and miscel- 
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laneous assets worth under a million dol- 
lars. Against this are the preferred stock 
with arrears frozen at $103 (current 
dividends are being paid), making the 
indicated claim $6,800,000, and 1,430,000 
shares of common and class B stock. The 
company has had a long and involved 
relationship with Standard Gas & Elec- 
tric and other system holding companies. 
Dissolution will probably await breakup 
of Standard Gas & Electric. 

Standard Gas & Electric Company— 
There is no present plan for dissolution 
of Standard Gas, all earlier plans having 
been scrapped, but a tentative new plan 
may be forthcoming in the next few 
months. A major problem is the three- 
way claim on assets—the $6 and $7 prior 
preference stocks, the $4 preferred, and 
the common. In other cases where there 
was a similar three-way setup, such as 
New England Public Service and Inter- 
national Hydro-Electric, the top priority 
has been paid off in cash, and similar 
treatment of the Standard Gas prior pref- 
erence stocks would simplify the break- 
up problem. However, the SEC may 
prefer a three-way allocation of assets, 
treating the dividend claims of the prior 
preference stocks on a so-called discount 
or annuity value basis used in some other 
cases. 

The present market value of Stand- 
ard’s portfolio is estimated at around 
$157,000,000 and, if the prior preference 
stocks receive their full claim, about $63,- 
000,000 would remain for the $4 pre- 
ferred and common. If this amount were 
allocated on an 80-20 basis, resulting 
values would be about $66 for the $4 
preferred and $6 for the common. These 
estimates would of course be improved 
if (1) Philadelphia Company stock is 
eventually worth more than its recent 
quotation of 214, or (2) the discount 
theory is applied to the settlement with 
Standard Gas’ prior preference stock. 


| 8 perro CorporaTION — The latest 
plan is now before the SEC and 
staff findings will probably soon be com- 
pleted. The company is already selling 
down its holdings of Columbia Gas and 
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UGI towards the proposed 4.9 per cent 
level and about 75 per cent of Ni 
“A” stock has been sold. Excess holdings 
of Niagara common will, of course, be 
disbursed under the voluntary exchange 
offer, to the extent stockholders may wish 
to take advantage of it. Small holders of 
United would have the opportunity to 
turn in the stock for cash, if they wished, 
at 95 per cent of net asset value (which 
was $4.18 per share at September 30th). 
United Light & Railways’ dissolution 
was completed with the distributions (in 
June) of Iowa Power & Light and (in 
August) Eastern Kansas Utilities and 
Iowa-Illinois Gas & Electric, the latter 
being given in exchange for the old stock. 
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Utilities Don’t Have Excess 
Profits 


| grea erty of the Edison Elec- 
tric Institute and the American Gas 
Association recently presented to Con- 
gress a comprehensive brochure on the 
tax question of applying proposed excess 
profits tax to the gas and electric util- 
ities. While Congress is recessed at 
present, its experts in the meantime are 
studying the involved question of an ex- 
cess profits tax, which Congress has 
pledged itself to enact (on a retroactive 
basis) after it reconvenes November 
27th. 

The utility industry is hopeful that the 
new excess profits tax law will be stream- 
lined—less harsh and irregular than the 
predecessor World War II legislation. 
It also feels that Congress should give 
greater weight than formerly to the fact 
that the utility industry already is effi- 
ciently regulated in most of the states 
with the express object of eliminating 
excess profits; and also that the industry 
is in the midst of a vast expansion pro- 
gram to serve defense needs, which will 
require the obtaining of large funds from 
the investing public. 

It is quite easy to prove that the utility 
industry does not profiteer either in peace 
or wartime. The table on page 
shows the percentages éarned by leading 
industries on their “net worth” (book 
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net assets) in 1948 and 1949. The totals 
used in obtaining the 1949 earnings per- 
centages are also shown. We are indebted 
to the Monthly Economic Letter of the 
National City Bank of New York, from 
whose comprehensive table in the April 
issue these figures have been selected. 

It will be noted that the utilities earned 
about 9 per cent in both years, as con- 
trasted with 18 per cent and 14 per cent 
for all manufacturing companies, 21 per 
cent and 14 per cent for mining compa- 
nies, 18 per cent and 13 per cent for 
retail trade organizations, etc. If figures 
for 1950 were available the disparity 
would probably be still greater, since this 
year’s profits are estimated to exceed 
those of 1948. 


OREOVER, the figures are not on the 

best comparable basis from the 
utility point of view, since they represent 
the return on preferred and common 
stocks only, and not the average return 
on all invested capital. Since utilities are 
bonded to the extent of nearly 50 per 
cent, and probably pay an average of 
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about 3 per cent on this debt, the average 
return on total capitalization would ap. 
proximate 6 per cent—which figure 
agrees with the “fair rate of retum” 
usually allowed by state regulation. 

While this method of calculating the 
percentages earned seems more correct 
than that used by the National City Bank, 
it would involve a considerable amount 
of statistical work to recast its tabk 
along the suggested lines since it repre. 
sents the combined figures for 3,322 large 
companies. However, since most indus- 
trial companies have a relatively small 
proportion of bonded debt in their capital 
structures, it is obvious that the percent- 
ages earned by industrial companies 
would not decrease very much from the 
figures shown in the table. Thus it seems 
safe to say that while the utilities eam 
an average of about 6 per cent on total 
invested capital, the average large indus- 
trial company is currently earning two 
to three times that percentage. 

The major political argument in Con- 
gress for the excess profits tax is that 
no corporation should enjoy excessive 


PERCENTAGE EARNINGS OF MANUFACTURING AND MISCELLANEOUS 
INDUSTRIES COMPARED WITH UTILITIES 


Millions of Dollars 
1949 Net Income 
After Taxes 


Industrial Group 
Petroleum 


i 536 
Auto and Trucks 
Nonferrous Metals 
Bakin 
Misce 
Tobacco 
SEE EE Ay OTE 
Farm Implements 
Electrical Equipment, Radio, etc. . 
Machinery 
Office Equipment ....4.........+- 
ine Manufacturing** 
SR rer 
Retail Trade, etc. 
Railroads, etc. 492 
Utilities (Elect 
etc.) 1,025 
Grand Total $10,433 
*Excess of reported 
**Including industries not listed. 
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Per Cent Return 
Net Assets* On Net — 


January 1, 1949 
$10,761 
4,784 
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$95,195 


balance sheet assets over liabilities. 
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profits made possible by the Korean war 
or the defense program—and this “pen- 
alty” feature seems to overshadow the 
revenue-raising function of the proposed 
tax. 
* 
General Telephone 


O* page 449 of the September 28th 
issue, the share earnings of General 
Telephone for the twelve months ended 


e 


June 30, 1950, were stated as $1.76 per 
share. 

The calculation was based on the 
present number of shares outstanding, in- 
cluding nearly 200,000 additional shares 
which were issued in July. Based on the 
shares actually outstanding at the end 
of June, however, the share earnings 
were $2.05; the price-earnings ratio on 
this basis would have been 13.2, and the 
dividend pay-out 97 per cent. 


FINANCIAL DATA ON DIVIDEND-PAYING ELECTRIC UTILITY STOCKS 


sy & hg Indicated 
pte Dividend 


Revenues $50,000,000 or over 
American Gas & Elec, ..... 
Boston Edison 

Central & South West 
Cincinnati G. & E. 
Cleveland Elec. Illum. ..... 
Commonwealth Edison .... 
Consol. Edison of N. Y. ... 
Consol. Gas of Balt. ...... 
Consumers Power 

Detroit Edison 

Duke Power 

General Pub. Util. ........- 
Middle South Util. ........ 
New Eng. Elec. System . 
Niagara Mohawk Power .. 
North American 

Northern States Power .... 
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Penn Power & Light 
Philadelphia Elec. ......... 


Texas Utilities 

Virginia Elec. & Power .... 
West Penn Elec. 
Wisconsin Elec, Power .... 
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Revenues $25-$50,000,000 
Carolina P. & L. 

Comite BE Pi occvccccces 
Connecticut L. & P. ....... 
Dayton A 


COMMMMMMMMNMNDON 
se PMR a ot ad od ee wh AS ~ 
RSSBSSSSSBseys 


Nee 


hare Earnings*—— Price- 
Cur. . %In- Earn. Dividend 


A pees. 


23 


bo 
~ 


n 

wt 

> 

22 

os 
HUN ne PP 


81 NEXSRRESSRR 


ih 
+e 


AN AWNIAN AANA AAANAN SUA UUM MUNA 
Ne DD 


nan 
g| eneenesesanreananecnencnese 
Ss 

BSesosl 1 SES! | RBIS 


Petomemereny Nes 
SSS2S381 1 SRS! 


rm = 


ANNAN NWN RAN AUNT ON 
Wea AWA iw vate” | 
Ss 
RESRSESS I! SSSA 
lL RSoRo RRS! Bax 


$2 he Go me DN Go Goes 


os 
c=.) 


8 





PUBLIC UTILITIES FORTNIGHTLY 


50f 3/50 inticcted ee | hg Frise 
‘ rice ive ‘ur. rev. n Earn. 
(Continued) About Rate Period Period crease Ratio 


2.29ag 1.83 
2.09ag 1.76 
93je 91 
240je 2.10 
2.5lag 2.45 
1.84ju 1.61 
2.69je 2.43 
20my 
2.08je 
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N. Y. State E. & G. ...... 
Northern Ind. P.S. ....... 
Potomac Elec. Power 

Pub. Serv. of Colo. ........ 
Pub. Serv. of Ind. ......... 
Puget Sound P.& L,...... 
Rochester G. & E. 

Toledo Edison 

West Penn Power 
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Averages 


Revenues $10-$25,000,000 


Atlantic City Elec. ........ 
California Elec. Pr. ....... 
Calif. Oregon Power 
Central Ariz. L.& P....... 
Central Hudson G. & E. .. 
Central Ill, E.& G. ....... 
Central Ill. Light 

Central Maine Power 
Columbus & S. Ohio El. ... 
Connecticut Power 
OS ee > eae 
Florida Power Corp. ..... 
Hartford Elec. Light 
Idaho Power 

Interstate Power 

Iowa Electric L. & P. ..... 
BOWS FUR. SElV~ cccccvcsce 
Iowa-Illinois G. & E, ..... 
Iowa Power & Light 
Kansas Gas & Elec. ...... 
Kansas Power & Light .... 
Kentucky Utilities 
Minnesota P. & L. ........ 
Montana Power 

Mountain States Pr. ...... 
Oklahoma G. & E. ........ 
Otter Tail Power 

Portland Gen. Elec. ....... 
ke * ae 
San Diego G, & E. 
WOCUMNEE TIRE, occccceccccs 
So. Carolina E. & G. ..... 
Southwestern Pub. Ser. ... 
Tampa Electric 
CEM, ceccsccesess 
Utah Power & Light 
Western Mass. Cos. ...... 
Wisconsin P. & L. ........ 
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Averages 
Revenues $5-$10,000,000 


Arkansas Missouri Power . 
Central Vermont P, S. .... 
Community Pub, Ser. .... 
El Paso Electric 

Empire Dist. Elec. ........ 
Gulf Public Service 

Iowa Southern Util. ...... 
Lawrence G. & E. 
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adison Gas & Elec. ...... 
Northwestern P.S. ........ 
Penn Water & Power 
Pub. Ser. of New Mexico .. 
Rockland L. & P. 
St. Joseph Light & Power . 
Southern Ind. G. & E. ... 
Tide Water Power 
Tucson Gas, E.L. & P.... 
Western Lt. & Tel. ........ 
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Averages 


Revenues under $5,000,000 


Arizona Edison 

Bangor Hydro Elec. ...... 
Beverley G. & 

Black Hills P.& L......... 
Calif. Pacific Util. ........ 
Central Louisiana Elec. ... 
Central Ohio L .& P....... 
Citizens Utilities 

Colorado Central Power ... 
Concord Electric 
"(Lt eae 
Eastern Kansas Utils 

Fall River Elec. Lt. ...... 
Fitchburg G. & E, ........ 
Frontier Power 

Haverhill Elec, .......... 
Lake Superior Dist. Pr. .... 
Lowel Met. ES. .vcccssese 
Maine Public Service 
Michigan Gas & Elec. ..... 
Missouri Edison 

Missouri Public Ser. ...... 
Missouri Utilities 

Newport Electric 

Sierra Pac. Power 
Southern Colo. Pr. ........ 
Southwestern El. Ser. ..... 
Upper Peninsula Power . 
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Averages, five groups ... 


Canadian Companies** 


C Brazilian Trac, L. & P 

C Gatineau Power 

C Quebec Power 

C Shawinigan Power ; ‘ . 

C Winnipeg Electric F ’ : ! . 59 


d—December. j—January. m—March. a—April. my—May. je—June. ju—July. B—Boston 
Exchange. C—Curb exchange. O—Over-counter or out-of-town exchange, S—New York Stock 
Exchange. E—Estimated. WI—When issued. *A!l twelve months’ earnings comparisons have 
been adjusted to reflect in both periods the present number of shares outstanding. If additional 
common shares have been recently offered, earnings are adjusted to give effect to the offering. 
**While these stocks are listed on the Curb, Canadian prices are used. (Curb prices are affected 
by exchange rates, etc.) {Does not fully reflect $4,000,000 gas rate increase effective November 
28, 1949, or electric rate increase of $8,800,000 granted in 1950, Earnings on average shares 
outstanding, $2.73; price-earnings ratio on this basis 12.1 and dividend pay-out 73 per cent. 
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Transit during Defense Emergency 


SS peery minded transit executives gath- 
ered together in Chicago recently and 
girded themselves for the difficult task of 
operating the transit industry under 
mobilization and wartime conditions. In 
view of the increased burdens on the 
industry which are sure to come under a 
partially controlled economy, previous 
plans for a full-dress American Transit 
Association convention in Los Angeles 
were canceled. In its place was hurriedly 
scheduled this emergency business meet- 
ing of the association. 

Morris Edwards, president of the 
Cincinnati Street Railway Company 
and president of the American Transit 
Association, set the theme of the meeting 
in an address entitled “Transit’s Needs 
for Rearmament and War.” He em- 
phasized the gravity of the times and the 
possible impact which may be expected 
on the industry during the rearmament 
program. 

The transit official pointed up the 
various degrees of burden which may be 
felt by the transit companies when he 
observed that the industry may at first 
carry only the 17 billion revenue pas- 
sengers that are expected this year. Full- 
scale industrial production and employ- 
ment may bring 19 billion. Shortages or 
lengthening delays in supply of fuel, rub- 
ber, and replacement parts for automo- 
biles may bring the total up to 21 billion. 
And even moderate rationing of essential 
supplies for private vehicles could bring 
24 billion revenue passengers to the in- 
dustry. 

Edwards then estimated that in a 
period of severest strain even a greater 
number would come because of the ne- 
cessity in urban centers to transport 
people by making use of the most eco- 
nomical and efficient means ; namely, the 
transit systems. 
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a speaker then noted that the job 
of determining the minimum re- 
quirements of the industry in these vary- 
ing stages of wartime load is now under 
way. Calculations are now being made 
to ascertain the requirements of the 
various transit systems in terms of new 
vehicles, fuel, rubber, and parts and 
supplies for maintenance and replace- 
ment. 

More important, however, from the 
transit executives’ standpoint is the ques- 
tion of whether the necessary things will 
be done in time. He recalled how tardily 
these minimum needs were recognized 
and how inadequately they were met in 
World War II. Of this he said: 


Though justly proud of the indus- 
try’s job of virtually making bricks 
without straw from 1942 to 1946, they 
[transit executives] realize how razor- 
thin were the margins of man power, 
vehicles, and materials by which the 
industry escaped falling down on its 
obligations of public service. What 
public service? Not merely the usual 
service for public convenience, but the 
more vital service of moving men and 
women to and from the steel furnaces, 
the artillery forges, the shipyards, the 
tank arsenals, the aircraft plants, and 
the A-bomb laboratories upon the out- 
put of which hung the hopes of victory 
of America and her allies and the hope 
of survival of men in combat. 


As to current wartime preparations, he 
noted that preliminary encounters with 
official Washington have been most 
heartening. The reception accorded 
transit officials by responsible leaders in 
government has been “prompt, courte- 
ous, down-to-business, and, above all, 
eager to accept facts as facts.” The costly 
effort of the association during the past 
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few years to maintain the industry’s place 
at the council tables of war planning is 
now yielding its dividend in the form of 
knowing, better than otherwise would be 
possible, what to do, where to go, and 
whom to see. 


E stated that in recent weeks, two 

propositions have taken shape so 
far as transit is concerned in all the talk 
as to what all-out war might mean. One 
is that it is doubtful whether an Amer- 
ica, extended to full strain in a world 
conflict for survival, can afford the waste- 
ful luxury of personal transportation by 
private automobile, with its extravagant 
drain on fuel, rubber, metals, and the 
man-hours of productive labor required 
for their production and distribution. In 
the presence of such a contingency, the 
transit industry must be built up, both 
in vehicles and maintenance materials, 
during a period of rearmament. Other- 
wise it would not be equal to that job if 
it ever should materialize. 

The other proposition, which as yet 
cannot be visualized more than in dim 
outline, is the réle which public transit 
would have to play, because it alone could 
play it, in any form of large-scale civilian 
evacuation of crowded city areas. This 
relates not only to the staggering prob- 
lems which would follow the dropping of 
an A-bomb or a saturation bombing with 
high explosive and incendiary bombs, but 
to the more manageable problems which 
would arise from a decision by military 
authorities to move noncombatant and 
nonproductive inhabitants from prime 
target areas. 

Mr. Edwards then noted that unfor- 
tunately the prime significance of transit 
facilities during a period of rearma- 
ment when labor and materials must 
be frugally husbanded to meet military 
needs, or in a period of actual war when 
strains and tensions are multiplied many 
times over, does not seem to be generally 
recognized. The lack of understanding of 
the essentiality and functions of transit 
service is almost a blind spot in our think- 
ing and planning for either preparedness 


or war. He went on to say: 
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The average American instinctively 
knows, for example, that railroads are 
indispensable for the movement of 
troops, weapons, and materials, and 
that they have to have rails, motive 
power, and rolling stock to keep mov- 
ing. 

He knows that telephone and tele- 
graph communications are a prime 
military necessity, and that those in- 
dustries have to have many critical 
materials to keep messages moving 
over their wires. He knows that pipe- 
lines are the best means for the large- 
scale movement of petroleum and nat- 
ural gas, and that they rightly are given 
the enormous quantities of steel re- 
quired for their construction. But does 
he realize that transit is an equally 
vital facility for the movement of peo- 
ple and that its minimum claims for 
materials are fully on a par with the 
claims of these other essential indus- 
tries? After all, people must move be- 
fore the work of war can begin, and 
they must keep on moving before the 
work of war can be finished. 


pee then summarized the phys- 
ical condition of the transit industry : 


While the adequacy of transit service 
during an emergency period will be 
relative to the demands upon it, one 
clearly established fact is that the in- 
dustry is in stronger position to enter 
upon its emergency duties now than it 
was in 1941. Of the approximately 
90,000 transit vehicles now in service, 
nearly one-third are new within the 
past three years, whereas no more than 
one-sixth were new within three years 
in 1941. Furthermore, nearly two- 
thirds of the present vehicles are self- 
propelled and are capable of operating 
over any route, whereas that was true 
of less than half of the vehicles of 
1941. That improvement in average 
fleet condition and that marked in- 
crease in mobility will prove to be 
— military assets in event of 


In contrast, he noted that the financial 
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“OH, WELL! THE ONLY SURE WAY TO CATCH A TRAIN 
WITH MY WIFE IS TO MISS THE ONE AHEAD OF IT!” 


condition of the industry was poor. 
As an example he pointed out that 
as of the spring of 1950, the indus- 
try’s earnings for three years had been 
at or below 4$ per cent of gross in- 
come, and at or below 14 per cent of in- 
vested capital. The income yielded by 
slowly increasing rates of fare for three 
years had lagged dangerously behind 
rapidly increasing costs of wages, equip- 
ment, and materials. Inadequate earn- 
ings had virtually barred access to long- 
term investment capital. 

Short-term debt represented by equip- 
ment purchases on the instalment plan 
had risen sharply. Depreciation accruals 
on former low-cost equipment worn out 
during World War II had covered barely 
more than 50 per cent of the high cost 
of postwar replacements on a unit-for- 
unit basis. The number of revenue pas- 
sengers had declined from 23 billion in 
1946 to 19 billion in 1949 and probably 
to 17 billion in 1950, a cumulative loss 
of more than 25 per cent in four years. 
Within this industry-wide framework, it 
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is common knowledge that each of these 
adverse factors had taken a heavier toll 
on the large city systems than on those 
in smaller communities. 

The government, according to Ed- 
wards, has also taken its toll of the in- 
dustry. He pointed to the ill-advised 
forms of controls and excess profits taxes 
generally imposed during that war, and 
the highly inflationary policies of the 
government during the postwar years. 
He added that the greatly increased 
labor costs, which the industry plainly 
could not afford, were traceable to the 
wartime granting and postwar continu- 
ance of so-called “fringe benefits.” 
These, he claimed, had to be resorted to 
because they were permissible under wage 
controls, whereas justifiable increases in 
direct compensation of workers were 
either prohibited or were buried under 
bales of red tape. 


E then commented on the lag be- 
tween increasing costs and fare in- 
crease grants: 
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Finally, in this connection, the im- 
pact upon the transit industry of post- 
war governmental policies in the eco- 
nomic field scarcely could have been 
more unfortunate. While the political 
arm of government was piling on gi- 
gantic overnight increases in wages 
and other costs, the regulatory arm 
was taking months or years to ponder 
over rate cases and then giving the 
compensating increases of income far 
too tardily as to time and far too in- 
adequately as to amount. This vicious 
“squeeze” bled millions of dollars of 
working capital blood from a patient 
already anemic from the bloodletting 
of excessive war taxes. 


DWARDS then called for a 3-point plan 

to avoid the pitfalls of World War 

II and post World War II experience, 
as follows. 


1. A wage plan which would freeze 
basic relationships at a fair prewar 
level, frankly made justified wartime 
adjustments on a temporary, flexible 
basis related to the cost of living, and 
then let the whole position revert auto- 
matically to its prewar status, for a 
fresh start at bargaining under the 
conditions which then will exist when 
the war is over. 

2. A fare plan which would imme- 
diately place rates of fare at a level at 
least adequate, if not frankly a little 
more than adequate, to meet present 
and prospective levels of cost. One 
which eliminates this destructive time 
lag between cost increases and revenue 
increases. 

3. A tax plan which should present 
the industry’s peculiar tax problems 
to the Treasury officials and the con- 
gressional committees in a determined 
effort to have them comprehended in 
the laws and regulations of excess prof- 
its taxes. It should allow the recogni- 
tion of accelerated depreciation and 
deferred maintenance which are un- 
avoidable during a period when mate- 
rials are scarce, and should also define 
income subject to excess profits taxa- 
tion as that — and only that — which 
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remains after the fair rate of return 
normally allowed by regulatory bodies 
has been earned. 


The transit association president 
closed by calling his listeners’ attention 
to the fact that all these problems should 
be viewed, not only from the transit 
executives’ viewpoint, but from that of 
an American. 


THER transit officials and allied in- 
dustry spokesmen elaborated on the 
preparedness note which predominated 
Mr. Edwards’ remarks. Harley L. Swift, 
president and general manager of the 
Harrisburg Railways Company, told the 
group that the position of transit in any 
future wartime emergency would be one 
of more than just supplying transporta- 
tion between the home and industry. 
Mass evacuations of whole cities and 
towns should be and will be the duty 
and problem of the local mass transporta- 
tion companies. 

He pointed out that regardless of con- 
flicting thoughts on the probability of 
such another war, the transit industry, 
as the military, should put itself on a 
“ready-for-anything” basis. A transit 
company well prepared will be one whose 
chief operating officials are key operating 
and planning men in the local, county, 
and state civilian defense setup. It will 
be a transit company that has carefully 
considered its personnel situation and is 
busy training and has replacements for 
every person of primary or secondary 
importance in its organization. He fur- 
ther added that it will also be a company 
whose equipment is in excellent condi- 
tion, supplies in as good a shape as pos- 
sible, and one whose personnel are ade- 
quately trained for emergency operations. 

He urged that wartime committees of 
the transit association notify authorities 
of the important job the industry can do 
and see to it that the industry is recog- 
nized in any official civilian defense plan. 
The Harrisburg transit official also em- 
phasized the need for codperation be- 
tween the operators, manufacturers, and 
suppliers to carry out this emergency 
effort. 
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Ptr: A. Rust, executive vice president 
of the Connecticut Railway & Lighting 
Company, dealt with the subject of ade- 
quate man power as being essential if the 
transit industry is to do its job. He 
pointed to country-wide total employment 
figures in August, approximately 62,400,- 
000, as an all-time high. The jobless level, 
he observed, is considered almost a rock- 
bottom minimum. 

With these conditions prevalent, he 
noted that the transit industry can ill 
afford to do again what was done in the 
early stages of World War II by sitting 
idly by until the man-power situation be- 
comes critical. He observed that the 
transit industry should be seriously con- 
cerned over the present situation and 
over the probability that it may become 
even more critical if there should be any 
increase in present passenger loads. 

He recalled that transit services during 
World War II provided transportation 
facilities for more than half of all work- 
ers who had to use transportation in some 
form to get to and from work. He added 
that it was not until late in World War 
II that government officials recognized 
the importance of the industry in the 
domestic war effort, and took steps to 
give the industry some consideration. 

He commented that officials in the in- 
dustry should not allow repetition of 
those events. He pointed out, as an ex- 
ample, that the production of transit ve- 
hicles may be recognized on the “critical 
list,” yet a faulty man-power policy may 
prevent these vehicles from being op- 
erated. He called for an insistence, on 
the part of the transit industry spokes- 
men, that the industry man-power prob- 
lems, in any future emergency, be con- 
sidered on an equal basis with those of 
other utilities. 


As a basis for his skepticism, he noted 
that the Department of Commerce al- 
ready has listed transit as “an essential 
activity” but that no such consideration 
has been given to its man-power require- 
ments by the Department of Labor. He 
reported that although these lists served 
only as guides to the armed services, to 
local transit boards, or to agencies of 
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man-power allocations, nevertheless in 
actual experience during World War II, 
the influence of these lists was much 
broader. He went on to point out specific 
situations which intensified the man- 
power problem of the industry. 


ARREN R. PoLiarp, president of the 

Virginia Transit Company, also 
traced the many responsibilities of the 
industry under wartime conditions. He 
pointed up the need for the American 
Transit Association committee to do an 
effective “selling job” in Washington. 
He stated that this is of necessity a con- 
tinuing effort as the various wartime 
agencies are established, since top per- 
sonnel of these agencies change from time 
to time. He noted that one important 
phase of the work will be to convince 
agencies that it is essential to have prac- 
tical industry representatives in depart- 
ments dealing with transit problems. He 
added that the committees must impress 
upon all these agencies the fact that the 
transit industry is essential to the de- 
fense effort, and also impress the need 
for preferential ratings for materials, re- 
placement parts, and new vehicles. He 
touched also upon the important man- 
power question. 

At the local level, the Virginia Transit 
executive cited the need for close co- 
6peration with public officials, business 
and civic leaders, and the public general- 
ly. He suggested that local information 
campaigns should be undertaken to stress 
the important job of transit and to make 
known to the public the reasons for any 
curtailments of service, and so forth. He 
urged that the American Transit Asso- 
ciation could be helpful in developing 
appropriate material for use by the mem- 
ber companies and that the companies by 
utilizing the same information can obtain 
the benefits of national campaigns. He 
pointed out that the local companies, 
through their contacts with city and state 
officials, newspaper editors, and radio 
commentators, were better p to 
disseminate this information. He sug- 
gested that the full use of existing public 
relations departments of the companies 
be made, and, if necessary, new and re- 
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vamped > ay relations policies be 
established. 


RANSIT executives had an oppor- 

tunity to get the transit manufac- 
turers’ viewpoint, from a a J. H. 
Middlekamp, vice president of Mack In- 
ternational Motor Truck Corporation. 
The transit vehicle manufacturer, who is 
also a member of the war program com- 
mittee of the American Transit Associa- 
tion, outlined a 5-point program of thq 
committee in dealing with the industry’s 
emergency program : 

(1) A publicity program which will 
tell the story of transit’s importance in 
any partial or all-out war effort and in 
civilian defense. 

(2) An emergency service of cur- 
rent and wartime requirements of the 
urban transit industry for man power, 
vehicles, repair rates, fuel, tires, and 
other critical operating supplies. 

(3) An information program, thé 
purpose of which is to inform the high- 
est government levels and the people, 
that urban transit is absolutely essen- 
tial to victory. 

(4) An organized system of infor- 
mation distribution to member com- 
panies. This will include suggested 
plans of action with respect to man 
power, repair rates, fares, wage con- 
trols, and civilian defense. 

(5) A reorganization by the execu~ 
tives of the American Transit Asso- 
ciation to give this program top 
priority. 


Middlekamp predicted that as the war 
program progresses, urban transit will 
unquestionably change from a civilian re~ 
quirement to a full-fledged military pro- 
gram. He added that it will become 
clearer to all concerned that city trans- 
portation systems can be maintained at 
an effective level only if those needs are 
identified as a military necessity. 

He reported that manufacturers will 
codperate to the utmost with the operat- 
ing companies in the transit field to reg- 
ister the fact that urban transportation 


is a war program and a vital artery of 
every war plan. He urged that govern- 
ment agencies also be ised of this im- 


portant fact. He suggested that the safest 
way for operators to be assured of a rea- 
sonable supply of parts and vehicles is to 
place orders now for the things they will 
require as mobilization progresses. 


A. STEVENS, director of purchases 
e for the B. F. Goodrich pany, 
told the conference that the rubber in- 
dustry is doing everything possible to 
stretch available sapaien bi means of 
new processes, improved compounds, 
and expanding facilities. He pointed out 
that only a few weeks ago the govern- 
ment reported that it will reopen stand- 
by facilities to increase production of 
synthetic rubber. He added that transit 
companies could take an active part in 
the rubber conservation program by 
proper care and treatment of the tires 
which they use. 

The outlook for fuels and lubricants 
was given by D. S. Warning of the 
Standard Oil Company of Indiana. He 
stated that a moderate reduction in gaso- 
line-octane numbers appears to be the 
only probable change in the petroleum 
supply outlook with conditions as they 
are today. Restrictions on gasoline and 
fuels should not be necessary as a result 
of the Korean war. 

He further pointed out that in the 
event of a major war, the civilian econ- 
omy will be called on to reduce consump- 
tion of these products. At this time, the 
relative severity of restrictions which may 
be imposed is unknown. He also urged 
that transit equipment be maintained in a 
high standard of repair so as to make the 
best possible use of petroleum products. 

Paul A. Griffith, Assistant Secretary 
of Defense, and Colonel James L. Mc- 
Crory of the Office of the Secretary of 
Defense, represented the military at the 
meeting. Griffith, in an address entitled 
“What Korea Has Taught Us,” defend- 
ed the policy of the defense department 
and urged that we maintain an armed 
force in a high state of readiness. 
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The March of 
Events 


In General 


American Gas Association 
Elects Officers 


A. Hutcy, president of the Lone 

e Star Gas Company, Dallas, Texas, 

was elected president of the American 

Gas Association at its thirty-second an- 

nual convention held at Atlantic City, 

New Jersey, early this month. He suc- 

ceeded Hugh H. Cuthrell, vice president 

of the Brooklyn Union Gas Company, 
Brooklyn, New York. 

Other officers named for the year 
were: first vice president, George F. 
Mitchell, president of the Peoples Gas 
Light & Coke Company, Chicago; second 
vice president, C. E. Bennett, president 
of the Manufacturers Light & Heat 
Company, Pittsburgh, Pennsylvania; 
and treasurer, Edward F. Barrett, pres- 
ident of Long Island Heating Company, 
Mineola, New York. 

Highlighting the 5-day meet was an 
address by Mr. Cuthrell in which he fore- 
cast that the industry would spend in 
excess of $3 billion within the next three 
years for new facilities. He emphasized 
that the natural gas branch of the indus- 
try is “spearheading this progress,” and 
predicted that major pipe-line projects 
nearing completion will add a carrying 
capacity of nearly 3 billion cubic feet 
daily. 

Other speakers at the convention in- 
cluded Harold Stassen, president of the 
University of Pennsylvania; Arch N. 
Booth, executive vice president of the 
United States Chamber of Commerce; 
Lyon F. Terry, vice president of the 
Chase National Bank, who said natural 
gas reserves now stand close to 600 tril- 
lion cubic feet; and W. Paul Jones, 
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president of Servel, Incorporated, Evans- 
ville, Indiana. High lights of their ad- 
dresses and those of other featured 
speakers will be dealt with at some 
length in an early issue. 

Featured activities of the convention 
included presentation of the AGA dis- 
tinguished service award to Edwin L. 
Hall, director of the AGA laboratories 
at Cleveland and Los Angeles, for hav- 
ing made the most outstanding contribu- 
tion of any individual toward the ad- 
vancement of the gas industry. He was 
cited for his original contribution to the 
development of equipment and processes 
for manufacturing a high BTU gas and 
for his extensive participation in the work 
of the association, of which he is assistant 
managing director. 

Also recognized for industry accom- 
plishments were Martin J. Dalton, an 
employee of the Brooklyn Union Gas 
Company, who received the AGA meri- 
torious service award for performing the 
most outstanding life-saving act in the 
gas industry during the year; and W. C. 
Mosteller, assistant to the vice president 
of the Southern Counties Gas Company 
of California, who received the Beal 
medal for the best paper presented dur- 
ing the past year. 

Nest Star Gas Company, of Dallas, 
Texas, won the progress award for gas 
summer air conditioning. 

Approximately 10,000 members and 
their guests attended the convention and 
the accompanying exhibition sponsored 
by the Gas Appliance Manufacturers As- 
sociation. The number and variety of ex- 
hibitions exceeded all previous records, 
completely filling the huge Municipal 
auditorium. 
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Bar Group Fears Federal 
Destruction 
—— of state and local utility 

regulatory commissions face extinc- 
tion at the hands of the Federal govern- 
ment, according to one segment of the 
American Bar Association. 

This was the high-lighted theme of the 
well-attended two-day session of the Sec- 
tion of Public Utility Law of the Amer- 
ican Bar Association held in Washington 
recently. 

Ralph K. Besse, vice president and 
general counsel of the Cleveland (Ohio) 
Electric Illuminating Company, declared 
that lawyers, regardless of any personal 
leanings, are aware of well-defined 
trends toward a breakdown in the here- 
tofore rooted patterns of justice as car- 
ried out in the field of public utility 
regulation. 

Besse noted that the Federal govern- 
ment is becoming the principal com- 
petitor, as well as the principal regula- 
tor, of the power industry and as such is 
submerging the independence of the 
state regulatory commissions. 

Supporting Besse was Harry M. Mill- 
er, president of the National Associa- 
tion of Railroad and Utilities Commis- 
sioners, who deplored the steady en- 
croachment of Federal regulatory bodies 
to the detriment of the state bodies, con- 
trary to earlier assurances and under- 
standings about the reservation of local 
controls. 

Garrett R. Tucker, Jr., of Houston, 
chairman of the section’s standing com- 
mittee to report on regulatory law, as- 
serted there has been an actual enlarge- 
ment in the jurisdiction of the Federal 
Power Commission within the past year. 
This has been “without benefit of legis- 
lation,” he declared. 

Replying to these criticisms, FPC 
Vice Chairman Thomas C. Buchanan 


defended the commission’s jurisdictional 


position as the “modernization” of 
principles of Federal control of interstate 
commerce delegated by the Constitution 
and upheld by well-settled court author- 
ity. 
Prominent attorneys on the program 
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took varying views on legislative correc- 
tion of this trend toward Federal juris- 
diction over the major utilities of the 
country. J. E. Corette, Jr., vice president 
of Montana Power Company, critical of 
the extension of the Federal government 
into the power business, declared the is- 
sue to be a challenge to the legal profes- 
sion to take affirmative action. He ex- 
pressed the view that such steps can be 
successful if the public is sufficiently in- 
formed on such little-known matters as 
the “preference clause.” 

More skeptical was Randall J. Le 
Boeuf, prominent member of the New 
York bar, who pointed out that “the 
story of the Kerr Bill is not encouraging 
to legislative relief.” He also said that 
while the use of “depreciated original 
cost” as a utility rate base has made 
some headway since the Hope decision 
in 1944, it has not generally disrupted 
previously established state commission 
practice. 

Norman S. Case of Washington, D. C., 
giving the views of telephone attorneys, 
expressed concern over the recent New 
Jersey Supreme Court ruling that ex- 
penditures of a utility as revealed by its 
books cannot be accepted without af- 
firmative proof. 

The group also discussed the new 
emergency controls for public utilities. 
Some question was raised anent the di- 
vided authority on priorities between the 
Departments of Commerce and Interior. 
The view was expressed that the divi- 
sion may prove unworkable, bringing 
about conflict between the two agencies. 
(Editor’s note : The addresses of the prin- 
cipal speakers at the two-day session are 
being published in full text as a special 
Appendix in this and the succeeding issue 
of the ForTNIGHTLY. ) 


Fourth Annual Utility Round 
Table 


HE fourth of a series of annual 
round-table discussions for utility 
company officials began at the Irving 
Trust Company, New York city, on Oc- 
tober 23rd. 
Plans for the eight sessions that will be 
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held at the bank’s headquarters at Wall 
street and Broadway include the at- 
tendance of 250 utility officials from all 
parts of the nation. 

The panel of experts who will meet 
with a dozen or more executives at each 
of the sessions includes an investment 
banker, an investment trust executive, an 
institutional investor, and an economist. 

Meeting dates after the initial meet- 
ing are November 20th, 1950, and, in 
1951, January 15th, February 13th, 
March 5th, April 9th, May 7th, and June 
11th. 

At each session, guests will have an 
opportunity to exchange ideas in discus- 
sions with the four-man panel. Tom P. 
Walker, a vice president of Irving Trust, 
will be chairman of the meetings. 


Scientists Watch “Mining-by- 
Fire” Experiment 

| her of the United States Bureau 
of Mines and the Alabama Power 

Company are “keeping their fingers 

crossed” on the famed Gorgas mining- 

by-fire experiment now under way at 

Gorgas, Alabama. 

For several days now, a gas turbine 
drawing its power from a previously set 
mine fire has been turning continuously. 

Dr. W. C. Schroeder, chief of the 
bureau’s Office of Synthetic Liquid 
Fuels, has been restrained in his com- 
ment on the experiment, stating that the 
turbine’s motion “indicates a relatively 
early application of the results of the 
experiment.” 

The turbine has no boiler, but is 
powered with gases piped from a burn- 
ing seam of coal 150 eet underground, 
and is operating at a speed of 20,000 " 
The seam, in thin, rocky strata, would be 
too expensive to mine by no 
methods. 


The “lost” coal was sealed off and lit 
in March of 1949. Since then, thousands 
of tons of coal have been burned while 
scientists checked continuously the 
physical and chemical characteristics of 
the gases. An elaborate blowing system 
feeds air and oxygen to the flames, and 
exhaust pipes are emplaced at regular 
intervals over the seam. 

The turbine used in the experiment is 
500 horsepower and is hooked to an air 
compressor supplying the large volume 
of air blown to the burning coal under- 
ground. Gases are piped to the turbine 
at 1,200 degrees F. As the expands 
it is directed against the turbine wheel. 

Admittedly too costly for practical ap- 
plication at this time, those conducting 
the experiment feel that cost is an ob- 
stacle which will be overcome in the fu- 
ture. However, Bureau of Mines i- 
neers indicate several years will be 
needed to solve the numerous technical 
problems being encountered. 


Utility Dividend Payments 
Move Upward 


C= dividend payments made by 
United States utility corporations 
(communications excepted) issuing pub- 
lic reports amounted to $41,100,000 in 
August, 1950, or about 2 per cent less 
than the $41,200,000 paid out in August, 
1949, according to a current report of the 
Office of Business Economics of the U. S. 
Department of Commerce. 

In the three months ended August, 
1950, publicly reported cash dividends of 
the heat, electric light and power, and 

utilities d about $150,500,- 

, OF approximately 10 per cent more 
than the $135,900,000 distributed in the 
— three months of 1949, the report 
said. 


> 
Georgia 


High Court Upholds 
Fingerprinting 

n Atlanta ordinance which requires preme Court which, on the opening of 

fingerprinting of trolley car and bus the fall term, refused to consider an ap- 
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operators of the local transit system has 
been upheld by the United States Su- 





ral 


~ ~~ mee FO Oe 


i ee, ee ee 


THE MARCH OF EVENTS 


peal questioning the validity of the city 
law. 

The appellants contended the ordi- 
nance violated personal rights and free- 
doms guaranteed by the Federal Consti- 


= 


tution. They had appealed from a deci- 
sion of the United States Circuit Court 
in New Orleans, Louisiana, which upheld 
the right of the city to require the taking 
of fingerprints. 


Indiana 


Women Transit Operators 
Improve Public Relations 


HETHER or not one chooses to call 

the Korean action World War III 
is a matter of individual discretion, but 
its effect has been that of war in so far 
as the hiring of women transit operators 
by Indianapolis Railways, Inc., is con- 
cerned. 

At the peak of World War II man- 
power shortage, Indianapolis Railways 
had some fifty women operators in its 
employ. During the postwar years, when 
no additional women operators were be- 
ing employed, that number dwindled to 
ten. As yet, the company has set no limit 
on the number to be hired during the 
current situation. 

The company has found that a woman, 
if her qualifications and aptitudes are 
carefully checked, makes as good an 
operator as a man. This is especially 
true in the department of operator-pas- 
senger relations, and in turn this makes 
for good public relations. Close observa- 
tion by company officials reveals this to 
be true, but at the moment they do not 
put their finger on the reason unless it be 
that after a hard day at the office, the 
“dominant male” seems to get a kick out 
of being chauffered home by a woman 
operator. 

In the matter of maintaining sched- 


* 


ules, the women have not yet developed 
to the standards of the men, but there are 
some exceptions. 

There is, of course, the added expense 
of providing separate locker and rest 
room facilities for the women. And, if 
space is at a premium, the requirements 
involved there must be considered. 

Indianapolis Railways has encountered 
no problems which have not arisen in 


. other industries where the two sexes are 


employed. An attractive woman will re- 
ceive attention no matter where she 
works. 

The company feels that a possible 
source of friction has been eliminated in 
that both women and men operators 
work by identical rules. The women pick 
their runs strictly on a seniority basis. 
There are no restrictions placed upon 
them and they operate all three types of 
the company’s vehicles—streetcars, track- 
less trolleys, and busses. Nor are the 
women gee any special considera- 
tion ; as far as the company is concerned, 
they are hired as operators, not as 
women. 

Indianapolis Railways officials say 
their experience with women operators— 
past and present — justifies continuing 
their employment should they seek it, re- 
gardless of any outcome of the nation’s 
plans for total mobilization. 


New Jersey 


“Deficits Are Stubborn Facts” 


HE state board of public utility 

commissioners, in a recent approval 
of increased intrastate commuter fares 
for three rail lines, declared “deficits are 
stubborn facts.” 
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The board’s action permits increases 
of 25 per cent on commutation fares 
within the state on certain lines of the 
Pennsylvania Railroad Company, the 
Reading Company, and the Pennsylvania- 
Reading Seashore Lines. 
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Noting that the increased rates will 
serve to lessen the deficit but not to 
eliminate it, the board said: 

“A state of facts such as that now 


before us raises no question of ‘return’ 
or ‘rate of return.’ In such circumstances 
the establishment of a rate base can serve 
no useful purpose.” 


* 
New York 


PSC Commissioner to Court 


i A. ArKwricat, of Brooklyn, 
a member of the New York Public 
Service Commission, has been appointed 
by Governor Thomas E. Dewey (Repub- 
lican) to fill a vacancy on the supreme 
court in the second district, succeeding 
Justice William T. Powers, deceased. 
The appointment runs until December 
31, 1951. A successor for a full term will 
be chosen at the 1951 election. 


A native of Brooklyn, Justice Ark- 
wright is a Republican. During his serv- 
ice as a member of the PSC, he devoted 
a great deal of time to matters involving 
the Long Island Railroad and _ its 
commuters. 

Justice Arkwright is a member of the 
New York state, Federal, and American 
Bar associations, and served three terms 
as president of the Brooklyn Bar Asso- 
ciation. 


Pennsylvania 


Veterans Demonstrate Need 
For Security Measures 


ISHING to point out the potential 

damage by saboteurs to vital in- 
stallations, a group of McKeesport vet- 
erans recently “destroyed” the city’s two 
main bridges, its electric power source, 
and other industrial plants in a matter of 
thirty-five minutes. 

Armed with fake time bombs and 15 
packages of “dynamite,” the saboteurs, 
divided into two four-man teams, were 
never challenged by guards as they 


slipped through the dark to plant their 
“bombs” and dynamite. 

The dynamite sticks were wood and 
painted red and had rope fuses. At- 
tached was a note reading in part: 


“This is just a fake. It could, how- 
ever, be a time bomb set to go off at 11 
PM tonight. 


The teams risked being “shot” by plant 
guards, but they returned to the Veterans 
of Foreign Wars club house thirty-five 
minutes later and reported “mission 
accomplished.” 


¥ 
South Dakota 


Output Sold to Private Utility 


HE entire power output of the 

Angostura dam, near Hot Springs, 
will be purchased by the Black Hills 
Power & Light Company, of Rapid City, 
under the terms of a contract recently 
approved by Secretary of the Interior 
Oscar L. Chapman. 

A 1,200-kilowatt single-unit plant, the 
Angostura installation will have an esti- 
mated annual output of 12,000,000 kilo- 
watt hours, but no firm power will be 
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available on a year-round basis. Comple- 
tion and power delivery is expected by 
mid-1951. 

The contract calls for purchase by the 
company of the entire output of the plant 
to aid in providing electricity for ap- 
proximately 50 communities, codpera- 
tives, industrial, and domestic consumers 
along its system. Sale of the Angostura 
dam power will generally be in accord- 
ance with the standard rate for energy 
from main stem plants of the Missouri 
river basin. 
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Appendix - Part I 


Important addresses on questions of public interest 

delivered at the annual meeting of the Section of 

Public Utility Law of the American Bar Association 
at Washington, D. C., September 18, 19, 1950. 





Notable Trends in the Field of 
Public Utility Regulation 


By GARRETT R. TUCKER* 


HE council of the Section of Public 

Utility Law, as the governing body 
of the section, assigns each year to the 
so-called Standing Committee, the task 
of reporting to the section, at the time of 
the annual convention, on significant de- 
velopments which have occurred during 
the past year in the field of public utility 
law. The objective of this report is to 
provide the members of the section with 
a comprehensive picture of what has hap- 
pened in the field of their specialty dur- 
ing the year just past, so that a utility 
lawyer who has concerned himself pri- 
marily with the problems of, for example, 
a bus company in Baltimore will, never- 
theless, have available to him in relative- 
ly concise, readable form, an account of 
important cases, rulings, and legislation 
affecting other utilities in other parts of 
the country 

At any rate, one member of our sec- 
tion has advised that in weight and thick- 
ness the report compares favorably with 
those of prior years. 

The report for 1950 has been compiled 
and a copy of it was mailed to each mem- 
ber of the section. 

I want to emphasize the fact that the 
report is the work of the entire Standing 
Committee — composed of thirty-three 
utility lawyers from all parts of the 
country. These gentlemen, all of them 
busy and, we hope, successful practition- 
ers, devoted substantial amounts of valu- 
able time to the job which they volun- 


*Member, Houston, Texas, bar. 


tarily assumed. Without their labor and 
codperation there would have been no 
report. I wish to express my sincere ap- 
preciation to them and to commend their 
efforts to you. 


WOULD like to comment briefly upon 

two or three matters that have oc- 
curred since our report went to press, 
and which serve to point up the one 
development covered by this year’s re- 
port that seems to me to outweigh all the 
others in its significance. 

I think I should say at this point that 
the remarks which follow are not the 
expressions of the Standing Committee, 
whose job it is to report in a factual man- 
ner what has happened, and to avoid 
critical comment or editorializing. 

Rather, these remarks represent the 
expression of thoughts which occurred 
to me as I read some of the material sub- 
mitted by the various committee mem- 
bers and became more and more dis- 
turbed at what I saw. 

The development to which I refer is 
the very substantial enlargement of the 
jurisdiction of the Federal Power Com- 
mission that we have witnessed since last 
summer, which has been accomplished 
without benefit of legislation. 

The decision of the United States 
Supreme Court in the East Ohio Gas 
Company Case’ is commented upon at 


1 Federal Power Commission v. East Ohio 
~ An et al. (1950) 338 US 464, 82 PUR 
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some length in the summary to the re- 
port commencing at page 3, and digests 
from the case appear under various 
headings in the report itself. In net effect, 
this decision held that the Natural Gas 
Act of 1938 gave the Federal Power 
Commission jurisdiction over a gas dis- 
tributing company which operated en- 
tirely within the state of Ohio, despite 
a proviso in the act making it inapplica- 
ble “to the local distribution of natural 
gas or to the facilities used in such 
distribution.” 


HE principal reason given by the 

Court for its decision was the fact 
that East Ohio took delivery of the gas, 
without pressure reduction, at the Ohio 
border and transmitted the gas in its own 
pipelines for considerable distances be- 
fore reducing the pressure and introduc- 
ing the gas into its local distribution net- 
works. For this reason, the Supreme 
Court said that the prior movement of 
the gas in interstate commerce was not 
terminated or interrupted at the time of 
delivery to East Ohio, but continued un- 
til the gas reached the local distribution 
systems, and thus East Ohio was en- 
gaged in part in the business of trans- 
mitting natural gas in interstate com- 
merce, even though its own facilities 
crossed no state line. 

The pros and cons of the Supreme 
Court’s decision in the East Ohio Case 
have been argued at length in the law 
reviews and other publications. I do 
not propose to review those arguments 
here or to espouse either side. Suffice 
it to say that East Ohio is a big outfit, 
with hundreds, perhaps thousands, of 
miles of gas transmission lines. Perhaps 
it is, as a practical matter, engaged in 
the gas transmission business and should 
not be exempt from Federal regulation 
simply because its lines do not cross state 
boundaries. However, this year’s report 
contains several cases in which the Fed- 
eral Power Commission, applying the 
reasoning used by the Supreme Court in 
the East Ohio Case, decided that it had 
jurisdiction in situations involving gas 
and electric distributors which, to my way 
of thinking, would seem to be engaged in 
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strictly local activities. I refer in this 
connection to the cases noted at page 4 
of the summary appearing in the front 


portion of the report. 
A SIMILAR decision, handed down 
since the report went to press, is 
a case involving Texas Gas Transmission 
Corporation and Mayfield Gas Company 
(FPC), Dockets No. 1312 and 1339, 
August 15, 1950. In this case, Mayfield 
Gas Company, a distributor of artificial 
gas in a small Kentucky town, proposed 
to construct and operate a lateral pipe- 
line only 1.7 miles in length, extending 
from a sales meter station on the near-by 
transmission system of Texas Gas to 
Mayfield’s existing gas distribution sys- 
tem, which was to be converted to 
straight natural gas. The commission 
held that Mayfield, upon completion of 
construction of the proposed line, would 
be engaged in the transportation of nat- 
ural gas in interstate commerce and 
would, thereupon, become “a natural gas 
company” under the Natural Gas Act, 
subject to the jurisdiction of the com- 
mission. 

The reasoning behind this decision is, 
of course, that the Jateral line would not 
be a distribution facility but, like the 
high-pressure lines of East Ohio, would 
be a transmission facility and that the 
gas flowing through it would still be 
moving in interstate commerce. 


Aree. the Mayfield Case can be 
distinguished from that of East 
Ohio in two important respects. First, 
Mayfield proposed to install a regulator 
—near the point where it would take 
delivery of the gas—to reduce the pres- 
sure of the gas from 300 to 100 psi. Thus 
the gas flowing through the lateral 
would move under the reduced pressure 
adapted to the needs of Mayfield’s distri- 
bution system. In numerous cases, in- 
cluding the East Ohio Case, the Supreme 
Court has recognized the point where gas 
pressure is reduced, from that of the 
transmission system to that of the dis- 
tribution system, as the place where in- 
terstate commerce ends and local com- 
merce begins. This is of course simply 
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an application of the old original package 
doctrine. In the East Ohio Case, as we 
have seen, pressure was not reduced un- 
til after the gas had traveled many miles 
in East Ohio’s own lines. This distinc- 
tion the commission ignored. 

Second, Mayfield proposed to serve 
certain customers by direct taps from the 
lateral. Thus the lateral itself would, to 
a certain extent at least, function as a 
distribution facility. However, the com- 
mission simply held that this prospect did 
not change the lateral’s “major trans- 
portation function.” 

Thus, a company whose rates, charges, 
and conditions of service, and whose 
security issues and accounting practices 
are all subject to regulation by the Ken- 
tucky Public Service Commission, is to 
be subject as well to the jurisdiction of 
the Federal Power Commission, at least 
with respect to the construction and 
operation of the lateral line itself. 


ra argument might be made that 
no great harm can come from per- 
mitting the Federal Power Commission 
to regulate the construction and opera- 
tion of lateral pipelines such as that in- 
volved in the Mayfield Case, since the 
company’s principal activities would 
still be regulated by the state commis- 
sion, composed of individuals who could 
be expected to bring the local point of 
view to bear in the solution of purely 
local problems. However, I do not be- 
lieve the answer is quite as simple as 
that. 

The Natural Gas Act provides that the 
commission may attach to certificates 
which it grants to natural gas companies 
for the construction of pipe-line facili- 
ties, “such reasonable terms and condi- 
tions as the public convenience and neces- 
sity may require.” It has become the 
practice of late for the commission to im- 
pose conditions to practically all certifi- 
cates which it grants. The real signifi- 
cance of the conditional certificate prac- 
tice, it seems to me, lies in the fact that 
in many cases the conditions imposed by 
the commission relate to subjects over 
which the commission was given no di- 


rect jurisdiction by the terms of the 
Natural Gas Act. 

Typical of these conditions are re- 
quirements that long-term debt securi- 
ties, issued to finance the facilities, must 
be sold by competitive bidding rather 
than by private placement—that the ap- 
plicant’s debt cannot exceed 75 per cent 
of total capitalization—that the facilities 
may not be used to transport gas for any 
new customers or to increase deliveries to 
existing customers without express ap- 
proval of the commission, and so forth. A 
recent example is the certificate granted 
to Transcontinental Gas Pipeline Cor- 
poration, in Docket No. G-1277, Opinion 
191, which contains the condition that no 
dividends can be paid on the company’s 
stock so long as the company’s debt ex- 
ceeds 75 per cent, or its common equity 
is less than 15 per cent, of total capital. 


‘toa although the Natural Gas Act 
is wholly silent on the subject of 
how gas companies should market their 
securities or what their capital debt 
ratios should be, the commission in ef- 
fect is accomplishing substantial regula- 
tion over the practices of natural gas 
companies in these and other respects by 
the conditional certificate technique. 

It is against the background of this 
technique that the commission’s recent 
assertion of jurisdiction over the con- 
struction and operation of lateral pipe- 
lines by distributing companies assumes 
its full significance. 

To illustrate, let us look again at the 
Mayfield Case. 

Mayfield intended to finance con- 
struction of the proposed lateral line and 
regulator out of the proceeds of certain 
bonds. It had previously been authorized 
by the Kentucky Public Service Commis- 
sion, which has jurisdiction over all of 
its activities, to sell those bonds to its 
three stockholders at a discount of 15 
cent, and the bonds were sold on 
basis. Presumably the discount was due 
to the fact that the company had lost 
money for the past two years and had had 
some difficulty finding prospective pur- 
chasers for the bonds. the rea- 
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son, the sale had been approved. How- 
ever, the Federal Power Commission 
thought that the discount made the cost 
of the money to the company unreason- 
ably high and so it conditioned the cer- 
tificate for the lateral on a further show- 
ing that the cost of the funds required to 
build the facilities would not be unreason- 
ably high. As a result, the bondholders 
surrendered to the company bonds hav- 
ing a face value equal to the discount. 

One cannot help wondering just who 
it was that the commission was try- 
ing to protect. The company had only 
three stockholders. They were the very 
same persons who had bought the bonds. 
Surely the commission was not protect- 
ing them. As for the gas consumers in 
the town of Mayfield, the company’s gas 
rates are within the exclusive jurisdic- 
tion of the state commission—a matter 
of purely local concern over which the 
FPC has no jurisdiction whatever. Fur- 
thermore, that very state commission had 
already approved the sale of the bonds— 
another matter of local concern. Presum- 
ably, the Federal Power Commission 
would have had just as much right to 
condition its certificate on the company’s 
willingness to reduce its gas rates as it 
had to impose the condition respecting 
the bonds. In either case, the imposition 
of such a condition strikes me as an un- 
warranted interference by the Federal 
government in a purely local matter— 
and as a clear usurpation of power 
vested in the state commission. 


oo gas transmission lines now 
reach, or are about to reach, into 
every section of the country. Generally 
speaking, the interstate pipe-line com- 
panies are reluctant to build and operate 
lateral lines themselves, in order to avoid 
subjecting themselves to certain forms 
of state taxation and possible state 
regulation. So, in most cases the laterals 
must be built by the distributors. Thus, 
this assertion of jurisdiction by the Fed- 
eral Power Commission over the con- 
struction and operation of laterals by the 
distributing companies, coupled with the 
almost limitless possibilities offered to 
the commission to regulate the activities 


of the distributing companies by the con- 
ditional certificate technique, presents a 
serious and challenging problem to the 
utility practitioner, and indeed to the 
citizen, who has viewed with alarm the 
steady encroachment by the Federal gov- 
ernment in fields once considered purely 
local. 

Another aspect of the same general 
problem is pointed up by the recent an- 
nouncement that the Federal Power 
Commission will commence an investi- 
gation next month into the rates and 
charges of Phillips Petroleum Company, 
one of the nation’s largest gas producers, 
for natural gas sold by that company to 
nonaffiliated natural gas pipelines. 


aa Natural Gas Act specifically ex- 
empts from its application and from 
the jurisdiction of the Federal Power 
Commission “the production and gather- 
ing of natural gas.” However, in the 
Interstate Natural Gas Company Case, 
decided in 1947, the Supreme Court held 
that the sale of gas by the producer and 
gatherer involved in that case to an in- 
terstate pipe-line company was not a part 
of the production and gathering of the 
gas and, therefore, was not covered by 
the exemption. Since the sale was clear- 
ly one in interstate commerce, the seller 
was held to be a “natural gas company,” 
subject to the jurisdiction of the Federal 
Power Commission. 

As most of you may remember, the 
decision in the Interstate Case created a 
violent reaction among gas producers. 
Bills were speedily introduced in both 
houses for the purpose of clarifying the 
statutory exemption so as to enable gas 
producers to sell their gas to the pipe- 
line companies without subjecting them- 
selves, by that act alone, to regulation by 
the Federal Power Commission. The 
commission itself issued its Order No. 
139 on August 7, 1947, which assured 
independent producers and gatherers 
that the commission would not assert 
jurisdiction over them solely because of 


2Interstate Natural Gas Co., Inc. v. Fed- 
eral Power Commission et al. (1947) 331 US 
882, 69 PUR NS 1. 
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“arm’s length” sales of gas to pipe-line 
companies. And in several instances, im- 
plementing the policy laid down in Order 
139, the commission specifically declined 
jurisdiction over gas producers involved 
in such sales. 


HIS policy of voluntary restraint on 

the part of the commission made 
passage of remedial legislation somewhat 
less urgent from the gas producers’ 
viewpoint. However, after several other 
measures had died in committee or failed 
of passage for one reason or another, the 
8lst Congress finally enacted the so- 
called Kerr Bill early this year. This bill 
provided, in effect, that the Natural Gas 
Act would not apply to “arm’s length” 
sales of natural gas to pipe-line com- 
panies by nonaffiliated producers or 
gatherers, nor to the facilities required 
to transport the gas up to the point of 
delivery to the pipeline. As many of you 
doubtless recall, this bill was passed in 
the Senate by 6 votes and was passed in 
the House by 2 votes, but was vetoed by 
the President on April 18th. 

Standing by itself, the presidential veto 
of the Kerr Bill would not have been 
particularly serious in view of the com- 
mission’s policy of self-imposed restraint, 
as evidenced by its Order No. 139. How- 
ever, on July 13, 1950, the commission 
issued its Order No. 154 rescinding 
Order No. 139 as being “inconsistent 
with the requirements of the Natural Gas 
Act” and announcing the commission’s 
intention to investigate Phillips. Thus, it 
seems apparent that the commission has 
interpreted the veto of the Kerr Bill as 
a “green light” to the assertion by it of 
jurisdiction over any and all sales of nat- 
ural gas by gas producers to pipe-line 
companies, on the ground that such sales 
are sales in interstate commerce which 
the Supreme Court in the Interstate 
Case had said were subject to FPC 
jurisdiction. 

Many producers of natural gas, un- 
willing to undergo the risk of regula- 
tion by the Federal Power Commis- 
sion, refused to sell their gas reserves to 


the pipe-line companies even before the 
Kerr Bill was vetoed and the commis- 
sion’s new policy announced. It is to be 
expected that this attitude may become 
more widespread. Other producers have 
insisted upon the inclusion in their gas 
sales contracts of so-called “FPC 
clauses,” which purport automatically to 
terminate the contracts in the event the 
Federal Power Commission successfully 
asserts jurisdiction over the sale. There 
has even been some talk about the pos- 
sible prohibition by the gas-producing 
states of any exportation of natural gas, 
as a means of blocking Federal regula- 
tion of what many people in those states 
consider to be a purely local industry. I 
refer in this connection to an article en- 
titled “Can Southwestern States Limit 
Gas Exportation?” appearing in the 
August 17, 1950, issue of Pustic 
Utiuities FortnicHtty. The total ef- 
fect of such countermeasures would seem 
to be a diminution of the supply of gas 
available to the pipe-line companies, re- 
sulting in less gas for those portions of 
the country which need it most, and, 
probably, higher prices to the consumer. 
But more important still, to my mind, is 
the fact that this assertion of jurisdiction 
by the commission represents a further 
encroachment on the part of the Federal 
government upon the rights of the indi- 
vidual and the regulatory powers of the 
states, not only without benefit of legisla- 
tion by Congress, but, in fact, in the 
very teeth of the will of a majority of 
both houses of Congress, as expressed in 
the passage of the Kerr Bill. 


summarize the preceding re- 
marks, it seems to me that we have 
witnessed during the past year, in the 
natural gas industry, a striking example 
of the way in which the Federal govern- 
ment, through its various agencies and 
administrative bodies, is assuming more 
and more power over more and more of 
the daily activities of more and more 
people—a striking example of the unmis- 
takable drift of this nation toward the 
Welfare state. 





607 


OCT. 26, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


Developments of Legal Interest in 
The Telephone Field 


By NORMAN S. CASE* 


URING the past year or mors, many 
of those who are interested in the 
practice of communications law have been 
engaged in activities connected with vari- 
ous rate cases. These have been brought 
by the utilities before regulatory com- 
missions seeking an increase in the rates 
charged by them for the services they 
render to the public in their particular 
field. The majority of these proceedings 
relate to telephone communications. It is 
axiomatic that the reasons for the prose- 
cution of these cases are based on the 
increasing cost of both labor and ma- 
terials in furnishing these services. It is 
not necessary to elaborate this statement, 
as all of us are well aware that the costs 
of materials and their processing into the 
necessary equipment in furnishing the 
service rendered by the utility have in- 
creased, and that the wages paid for serv- 
ices have also advanced. There is only 
one source for the utility to obtain the 
added revenue necessary to maintain and 
carry on its services, and that is an in- 
crease in rates charged by it for the serv- 
ices rendered. 

Generally speaking, a review of recent 
cases in this field shows that both regula- 
tory commissions and courts have recog- 
nized and found that an increase in rates 
is necessary to enable the utility to con- 
tinue to render satisfactory service, and 
there are many cases, too numerous to 
list in this discussion, where an increase 
has been granted by the commissions con- 
cerned, to the utility involved. 


HAT does concern us as lawyers in- 

terested in this field are the legal 
principles set forth on which these de- 
cisions are based and the procedure and 
underlying philosophy which the com- 
missions and courts follow in arriving at 
the conclusions upon which these de- 
cisions rest. 


*General counsel, United States Independent 
Telephone Association; member, District of 
Columbia bar. 


OCT. 26, 1950 


A recent case which appears to me to 
present a rather disturbing legal conclu- 
sion, if I read the decision aright, and 
which I think should receive our atten- 
tion, is the opinion by the supreme court 
of New Jersey in Public Service Coér- 
dinated Transport et al. v. State of New 
Jersey,’ decided June 27, 1950, in which 
rehearing was denied on July 11, 1950. 
The court, in brief, overruled the decision 
of the New Jersey Department of Public 
Utilities granting to the utility an increase 
in transit fares from five to seven cents. 
The court takes the view that the ex- 
penditures of a utility, as shown by its 
books, cannot be aécepted as part of the 
rate base or operating expenses unless 
affirmatively proved. It held, which seems 
to me the point we should note, that the 
company had not sustained a very strict 
“burden of proof” to support its claim 
that the nickel fare was not confiscatory. 
The court did not say that the transit 
company was not entitled to a rate in- 
crease, but by applying a novel precept 
of “burden of proof” that the company 
had not met the “burden of proof” which 
was necessary to maintain its contention 
in this case. 


ATURALLY, those interested in com- 
munication law—particularly tele- 
phone communication—will wish to ex- 
amine this decision with care, for tele- 
phone companies are peculiarly sensitive 
to the requirements for increased rates, 
in order to cope with the inflationary 
trends now present in our economic sys- 
tem—trends caused by increased labor 
costs and costs of material and equip- 
ment. 

The New Jersey court takes the view 
expressed in the following quotation from 
its opinion, which I submit is contrary 
to the heretofore established law on this 
point. The court said: 


1Re Public Service Codrdinated Transport 
(1950)—NJ —, 85 PUR NS —, 74 A2d 580. 
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Neither this court nor the board can 
accept the books of account of a public 
utility at face value in a rate case in 
which reasonableness is always the pri- 
mary issue. . . . It must be emphasized 
that rate making is not an ordinary 
proceeding in which the applying party 
needs only to present a prima facie case 
in order to be entitled to relief. There 
must be proof in the record not only 
as to the amount of the various ac- 
counts but also sufficient evidence from 
which the reasonableness of the ac- 
counts can be determined. 


The above statement is an alarming 
departure from accepted regulatory doc- 
trine and, may I submit, is completely 
contrary to well-established law followed 
by the courts of the country. 


A I understand the law, in every rate 
case there are, in theory, two ques- 
tions to be decided as to each of the ex- 
penditures which comprise the capital 
investment and operating expenses. The 
first question to be decided is whether 
or not the amount charged was in fact 
paid. The second question for decision is 
whether or not the payment was reason- 
able in purpose and amount. It is in re- 
gard to the latter question that we should 
examine the New Jersey decision. That 
court finds that affirmative evidence must 
be adduced to prove the reasonableness 
of each item and that the burden of proof 
is on the utility. The established weight 
of accepted regulatory doctrine is 
that a utility’s books showing the fact of 
payment and the reasonableness of ex- 
penditures should be presumed to be cor- 
rect (except as to transactions with 
affiliates) and the books are prima facie 
proof of both of these propositions. 

It was three decades ago that the U. S. 
District Court decided this point in a 
manner quite contrary to the conclusion 
reached in the New Jersey Case. In Con- 
solidated Gas Co. v. Newton, 267 Fed 
231, Judge Learned Hand said: 


... Books kept in accordance with or- 
ders lawfully promulgated by the com- 


*PUR 1920F 483. 
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mission, under such pawers, are on a 
different footing in a suit based upon 
the action of the state, and against its 
officers, from even the same books if 
attempted to be used elsewhere. They 
have a public character derived from 
the supervision which can be, and is, 
exercised over them. The authorities 
are not, of course, bound by them in 
any event; but, prepared as they are, 
under their direct and constant super- 
vision, they can scarcely be put in the 
category of the usual ex parte entries 
about whose admission the cases are 
concerned. 

The state, having had so much hand 
in their creation and such continuous 
power of examining them, should not be 
entitled to demand a verification first- 
hand of every item by common law 
proof, before they become prima facie 
competent. The guaranty of their truth 
is sufficiently established by the scru- 
tiny to which they are always subject, 
and the penalties which follow upon a 
disregard of the commission’s orders. 
It would, indeed, be an incredible bur- 
den to require every item to be sepa- 
rately established, and even these de- 
fendants have not gone so far as that. 
But if the books are not prima facie 
competent, they might call for such 
proof, nor can I reject them without 
putting the company upon their mercy. 


This decision of Judge Hand was re- 
viewed and sustained by the U. S. Su- 
preme Court in 258 US 165.8 


Tl is of course to be noted that the pre- 
sumption of correctness which the 
courts and commissions have always at- 
tached to utility records is not absolute. 
It is subject to rebuttal testimony, which 
shifts the burden of proof. 

It seems evident that if the New Jersey 
opinion is followed it would impose upon 
the utility a seemingly unnecessary bur- 
den of time-consuming effort and expense 
to prove the reasonableness of a ex- 
penditure entered in its books. These 
books have been kept in conformity with 
procedures promulgated by the regulatory 


$PUR 1922B 752. 
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authority. Some of the items may and 
probably would be of many years’ stand- 
ing. 

As a practical matter, if the proce- 
dural effects of this decision become bind- 
ing on all utilities in rate cases, there 
would ensue a delay of weeks and pos- 
sibly months in obtaining the necessary 
relief through the rate increase requested. 
It could be widely used by opponents of 
rate increases to delay and hamper deci- 
sions in such proceedings. 

We submit that the utility companies 
should not object, and cannot object un- 
der present decisions, to having the 
reasonableness of items questioned where 
proof can be adduced to rebut the rea- 
sonableness of these entries. It should be, 
and under present established law is, the 
duty of the party who questions the cor- 
rectness of the utilities to introduce evi- 
dence to prove that there is anything 
wrong with the entries. 


HE objection, as I see it, to the New 
Jersey decision is that it lays downa 


procedure which contraverts the present 
established procedure as to “burden of 
proof” and attempts to shift the “burden 
of proof” to the utilities. This holding, I 
submit, is contrary to the well-established 
procedure buttressed by decisions over 
the past thirty years. 

Another matter which appears to me 
should be of concern to those practicing 
communications law in the telephone field 
has been the number of cases before regu- 
latory bodies—particularly the Federal 
Communications Commission—question- 
ing the reasonableness of the tariffs of the 
telephone companies which deal with the 
“foreign attachment” provisions, so- 
called. It has always been the policy of 
the telephone companies, ever since they 
have furnished telephone service to the 
public, to maintain, both by their offering 
of service to the public and by their tar- 
iffs, that the complete control of their 
equipment, both in installation and main- 
tenance of such equipment, shall be whol- 
ly under the control of the telephone 
companies. No foreign attachments— 
meaning equipment not furnished by the 
telephone companies—are permitted to be 
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attached to their equipment. In addition, 
under the tariffs filed, the telephone com- 
panies shall have the right to require the 
removal of any equipment used in tele- 
phone communications at the subscriber’s 
premises which is not furnished by the 
telephone company, under penalty that 
the company may discontinue service. 


i reasons underlying these provi- 
sions in the tariff, in substance, are 
that the telephone companies are charged 
with the duty of keeping telephone sery- 
ice in the best communicable order, if I 
may coin a phrase, and that it is their 
responsiblity to furnish and control the 
equipment to attain this end. They there- 
fore cannot maintain their responsibility 
for the service if “foreign attachments” 
are made to their equipment which may 
interfere with or impair their services. 
The first of these cases arose on com- 
plaint by several manufacturers of re- 
cording devices who were interested in 
furnishing and selling to the public these 
devices to make a permanent record of 
telephone conversations. This case was 
brought before the Federal Communica- 
tions Commission. The commission, in its 
decision, found there was a need for this 
type of service. It further held, however, 
that the telephone company was to furnish 
all the equipment and connections up to 
the point where the recording device was 
plugged into the connection provided by 
the telephone company. It further held 
that, in order that the other party using 
the phone should have knowledge that his 
conversation was being recorded, there 
should be a signal or “beep” on the 
line which gave notice to the user of the 
phone that a recording device was con- 
nected to the other party’s receiver. He 
was therefore apprised that his telephone 
conversation was being recorded. 
Following this decision, other manu- 
facturers of various devices and gadgets 
designed to be used with telephone com- 
pany equipment filed complaints with the 
commission, alleging that the telephone 
companies refused to permit their devices 
to be used in connection with telephone 
company equipment. The issues included 
inquiry into the need of such devices, 


610 





APPENDIX 


which were principally to provide a tele- 
phone service above and beyond the usual 
telephone service, which comprises oral 
conversation by telephone facilities be- 
tween two parties. Examples of this type 
of case were the Hush-A-Phone Case, 
submitted but not yet decided, and the 
Answering Device Case, so-called, now 
in hearing. 


I" all these matters the FCC inquired 
only into the question of the use of 
such devices in “interstate and foreign 
communications.” It goes without saying 
that its inquiry was necessarily limited 
to this, as the commission has only juris- 
diction over telephone facilities in “inter- 
state and foreign communications.” It is 
also to be noted that the tariffs prohibit- 
ing “foreign attachments” are filed both 
with the Federal authority and the state 
regulatory commissions. 

The findings in any decisions by the 
Federal commission must necessarily 
have an impact on intrastate communica- 
tions for the same instruments are used 
by the subscriber in both interstate and 
intrastate telephone communications. The 
effect of a decision by the FCC, therefore, 
relating only to interstate and foreign 
communications, necessarily affects the 
rights of the state regulatory bodies to 
control intrastate communications which 
are exclusively within their jurisdiction. 
If it is reasonable to use “foreign attach- 
ments” in interstate communication, it 
must follow that it is reasonable to use 
such devices at all times, for the nature 
of the equipment is such that it is used 
indiscriminately for both interstate and 
intrastate telephone communications. 


I’ would appear that as the telephone 
companies are charged with the main- 
tenance of telephone communication serv- 
ice, they should not be forced by regula- 
tory authority to permit “foreign 
attachments” over which they have no 


control to be used in conjunction with 
their systems. It would appear that if the 
regulatory bodies find that there is a pub- 
lic need for a type of telephone service not 
already furnished, that the telephone 
companies themselves should have the 
opportunity, as well as the duty, to fur- 
nish such equipment as would meet the 
need and that they be entitled to charge 
a reasonable rate for such additional serv- 
ice. 

It does not appear to me to be in the 
province of the regulatory commission 
to substitute its judgment of what devices 
should be used for the managerial judg- 
ment of the telephone companies con- 
cerned, which are charged with the duty 
of providing telephone service. 

In other words, two phases of this 
present trend in telephone regulation 
seem to me to be well worth our regard 
at the present time. First, that these types 
of cases are generally brought before the 
Federal regulatory authority, whose de- 
cision must necessarily impinge upon and 
usurp free exercise by the state regula- 
tory bodies of their right to decide these 
matters under the jurisdiction reserved to 
them, and, secondly, that it is not the 
province of the regulatory authority to 
substitute its choice of equipment for the 
managerial selection of equipment to meet 
the needs of telephone service to the 
public. 


I REALIZE I have only briefly and sketch- 

ily touched upon some phases of com- 
munications law in the time allotted to 
me, but, I submit, it would seem that 
both matters adverted to are specific in- 
stances of interest and importance to 
those engaged in the practice of com- 
munications law. They refer to examples 
of the present trend of thinking by courts 
and regulatory bodies and in both cases 
appear to be a departure from established 
principles, heretofore recognized as basic 
philosophy in communications law. 
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Current Trends in State and Federal Regulation 
Of Gas and Electric Utilities 


By RANDALL J. 


HE valuable report of the Standing 
Committee recording decisions in 
the public utility field is before you. My 
function on this panel is to suggest sig- 
nificant trends and developments affect- 
ing the business-managed gas and electric 
companies. With the magnitude of the 
field, the examples must be selective and 
the views somewhat limited by personal 
observation. This presentation will be 
restricted to rate and jurisdictional 
phases, because of their importance and 
also because recent decisions on other 
topics appear to follow routine patterns. 

First, as to rates: 

When the decision of Federal Power 
Commission v. Hope Natural Gas Co.! 
fell upon the industry we were faced 
with the fact that the Federal Power 
Commission was sustained in a decision 
which based rates exclusively on de- 
preciated original cost, ignoring other 
rate base evidence which was of a char- 
acter theretofore not only sanctioned, but 
required to prevent confiscation. 

Also, we observed in the Hope opin- 
ion the “end result” doctrine that regu- 
latory bodies were not bound to use any 
rigid formula; but the reasonableness of 
the final rates, rather than the process 
of their ascertainment was the criteria: 


It is not theory but the impact of 
the rate order which counts. If the 
total effect of the rate order cannot be 
said to be unjust and unreasonable, 
judicial inquiry under the act is at an 
end. The fact that the method employed 
to reach that result may contain in- 
firmities is not then important.* 


T about the time of the Hope decision, 

the Supreme and other courts vast- 

ly strengthened the doctrine of admin- 
istrative finality. 


*Member, New York, New York, bar. 
1 (1944) 320 US 591, 51 PUR NS 193. 
#320 US at page 602. 
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It has often been declared, in effect, 
that “Rate making is legislative rather 
than judicial’”* ; “Investors have no con- 
stitutional complaint if they get the bare 
minimum return’”*; “Courts may not re- 
verse if there is any substantial evidence 
to sustain the commission.”® How often 
has it seemed to us that a mere scintilla 
opposed to a respectable preponderance 
of evidence, has been held to be “sub- 
stantial” ! 

“Commissions are expert bodies.” 
They ought to be and often are. But have 
we not all seen instances where this 
vaunted expertness seemed overshat- 
owed by the zeal to promote a social 
philosophy, rather than to judicially 
weigh and decide factual matters ? When 
a staff has importuned its commission to 
initiate a proceeding with a preliminary 
finding that rates are presumptively ex- 
cessive and the same staff subsequently 
testifies in conflict with company wit: 
nesses, may not “expertness” fade away 
to insignificance as contrasted with the 
human impulse to decide in favor of its 
own staff, particularly where the con- 
mission itself was partially committed? 


8 See Munn v. Illinois (1876) 94 US 113 at 
133, 134; Federal Power Commission v. Nat- 


’ ural Gas Pipeline Co. (1942) 315 US 575 at 


582, 42 PUR NS 129. 


4 See Federal Power Commission v, Natural 
Gas Pipeline Co. (1942) 315 US 575 at - 
586 ; Federal Power Commission v. Hope 
ural Gas Co. (1944) 320 US 591 at ‘02, ri 


ee NS 193. 


g-, Opp Cotton Mills v. Administra 
ia tials 312 US 126 at 156. 


€See, ¢.g., Rochester Telephone Corp. 1 
United States (1939) 307 US 125 at 14, 2 
PUR NS 78; Federal Power Commission % 
 ¥ Natural Gas Co. (1944) 320 US 591 at 
602, 51 PUR NS 193; Safe Harbor Water 
Power Corp. v. Federal Power Commission 
(CA-3 1949) 179 F2d 179 at 199 and 201, 
certiorari denied (1950) 339 US 957; Soe 
ties and Exchange Commission v. Central-Illi 
nois Securities Corp. (1949) 338 US 96 at 125, 
127, 80 PUR NS 282, 
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administrative finality are referred 
to because they highlight a background 
against which trends in recent decisions 
may be visible, Predictions at the time 
of the Hope decision as to the probable 
results ranged among these divergent 
forecasts : 


1, Utter chaos would develop in rate 
decisions without any guiding rule or 
formula save the nebulous doctrine 
that the end result must by some mys- 
terious process be fair. 

2. Depreciated original cost would 
be accepted by all regulatory agencies 
as the only rate base to be considered. 

3. Freed from adherence to any rigid 
rate formula, the commissions would 
devise new and better rate techniques. 

4. (And this is logically an extension 
of the third possible result.) New 
standards governing the rate of return 
would be devised so that even with a 
rigid, anachronistic depreciated origi- 
nal cost rate base the rate of return 
could be adjusted to modern economic 
conditions to the end that a fair and 
just balance between consumer and in- 
vestor might be achieved. 


This speaker believes that neither the 
hopes nor fears embodied in these four 
possible predictions have become defi- 
nitely or generally established by recent 
rate decisions. Some trends, however, are 
discernible. 


Cxaos has not developed. Most com- 
e missions seem to adhere to past 
policies and techniques in rate making. 
There have been some changes, some 
experimentation, but no great confusion 
has resulted. In fact the change of policy 
has been so gradual and even subtle that 
one wonders whether slowness of change 
is due to the force of habit, inertia, hon- 
est conviction of the unwisdom of the 
Hope Case doctrines, or, on the part of 
state agencies, to a reasoned fear that 
local regulation is being engulfed in 
creeping federalization.” 


"See, e.g., the dissenting opinion of Jackson, 
J. in Federal Power Commission v. East Ohio 
PUR AS ( 1950) 338 US 464 at 476-490, 82 


Tz Hope opinion and the doctrine of 
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WHEN we look at the use of the de- 

e preciated original cost rate base, it 
seems fair to state that recent decisions 
indicate a slightly greater trend in that 
direction, but by no means a universal or 
overwhelming one. 

Commissions which had favored its 
use in the past feel surer of their legal 
position, although they must have some 
qualms as to its justification under exist- 
ing economic conditions. 

The Federal Power Commission basks 
in the aura of judicial sanctity with 
which the courts have enveloped its rate 
decisions on this basis. Certainly the Fed- 
eral Power Commission has evidenced no 
zeal to take advantage of the other phase 
of the Hope decision and develop new 
and improved methods of rate regulation. 

In a few states, however, commissions 
which formerly considered other indicia 
of value have confined themselves to the 
rate formula of depreciated original 
cost.® ® 

In some 


instances this may be 


due to the fact that the proceedings have 
generally dealt with applications for rate 


increases, where the applicant in the in- 
terests of expedition often submitted evi- 
dence only of depreciated original cost. 
Even though this trend, however, may be 
slight, it must be viewed with concern. 
A one-sided rate policy in the long run 
is no more in the public interest than a 
one-sided labor, or antitrust, policy. 


8See, for example, Jacksonville Gas Co. 
v. City of Jacksonville (1949) 82 PUR 
NS 67; Community Telephone Co. of Wis- 
consin v. Public Service Commission (1949) 
81 PUR NS 97. 

9 In spite of the supposed freedom of method 
granted by the Hope decision, courts have re- 
versed or remanded to the commissions rate 
decisions for failure to follow established pro- 
cedures: New 7 Telephone & Telegraph 
Co. v. State of New Hampshire et al. 
(1949) 64 A2d 9, 78 PUR NS 67 (failure to 
disclose the method employed to reach ra 
so that ey may be tested upon judici 
review) ; Re New England Telephone & Tele- 
graph Co, (1949) 66 A2d 135,79 PUR NS 508 
(failure to consider evidence offered or dis- 
close method used) ; on of Newport v. New- 

rt Electric Division (1950) 70 A2d 590, 82 

UR NS 125 (failure to disclose basis for al- 
lowing 6 pd cent return when only evidence 
was for 8.6 per cent). 
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M* of us active in this field are 
convinced that in the long run fair 
regulation is mutually advantageous to 
both consumers and investors. If rates 
are too low, the company cannot attract 
the capital it needs for expansion and the 
maintenance of good service, so both con- 
sumers and investors are hurt. If, on the 
other hand, rates are too high, consumers 
are immediately injured and ultimately, 
through the decline in per customer con- 
sumption, the business declines to the 
injury of investors. 

In other jurisdictions, however, there 
have been forthright refusals to make 
original cost the sole test. The decision 
by the supreme court of New Jersey in 
the case of Public Service Coordinated 
Transport v. State of New Jersey” is an 
interesting example. 

Because of certain emergency condi- 
tions, the only evidence presented by the 
company was a calculation based on book 
cost less depreciation. The commission 
adjusted such book cost to its concept of 
original cost and on this basis allowed 
the increased rates to become permanent. 


The supreme court of New Jersey set 
aside the increase in a strong opinion 
condemning the insufficiency of the rec- 
ord, particularly the commission’s failure 
to consider and determine the fair value 
of the property which, said the court, in- 
volved consideration of a number of for- 
mulae, including reproduction cost. Chief 
Judge Vanderbilt, once president of this 
association, held that the board could not 
confine itself to a single formula but must 
exercise a reasonable judgment based 
upon all the relevant facts. He particu- 
larly condemned the sole use of the com- 
pany’s book figures. Judge Vanderbilt 
also complained of the New Jersey com- 
mission’s failure to consider going con- 
cern value. The decision was founded 
entirely upon the New Jersey statutes 
and decisions, without a citation of any 
Federal decision. 

Before leaving this topic, we may take 
some innocent amusement out of the Su- 


10 Decided June 27, 1950; — PUR NS —; 
not summarized in the Standing Committee’s 
report. 
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preme Court’s recent assertion (although 
admittedly in a different context) that 
“Original cost is well termed the ‘false 
standard of the past’ where, as here, 
present market value in no way reflects 
that cost.”™ 


TURNING to the third possible trend 

e —4.e., the creation of new standards 
of rate regulation—there is little indica- 
tion of progress in that direction. While 
some experiments have been made along 
such lines, it would seem that little effort 
is being made in the search for a new 
approach to rate making. 

For example, the Missouri commission 
in 1945 prescribed a general rate formula 
which it announced would be followed 
thereafter. This broadly called for an 
undepreciated original cost rate base, but 
crediting to income 3 per cent on that 
portion of a company’s book depreciation 
reserves which had been accumulated out 
of income received from consumers. The 
commission excluded from this comput 
tion portions of the depreciation reserves 
which had been transferred from sur- 
plus and which thereby had been con- 
tributed by the investors. The general 
order of the Missouri commission, in its 
realistic discussion of the problem, is 
worthy of thoughtful study. 

The Missouri commission, however, 
during the past year was confronted with 
a rate proceeding involving the South- 
western Bell Telephone Company,” 
which operates in four other states, all 
of which utilize the depreciated original 
cost rate base. The commission received 
but did not consider trended reproduc- 
tion cost estimates. It considered calcu- 
lations on both depreciated original cost 
and on the formula method, but appar- 
ently its decision was chiefly based on 
the former. However, it did not expressly 
repudiate its formula method. It would 
seem, furthermore, that in fixing the rates 


11 United States v. Toronto, Hamilton & B. 
Nav. Co. (1949) 338 US 396 at 403. 


12 General Order No. 38-A (1945) 62 PUR 
NS 129, 


18 Case No. 11,634, decided June 17, 1950; 
not yet reported. 
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an allowance was made for the diminu- 
tion of return the company would experi- 
ence due to present high construction 
costs in its current plant expansion, in this 
instance a true innovation in rate making. 


NOTHER example where a commission 
tried a variant in rate determina- 
tion arose in connection with the Wash- 
ington Gas Light Company decision of 
the public utilities commission of the 
District of Columbia, Opinion and Or- 
der No. 3600, November 9, 1949, 83 
PUR NS 4. 

In 1947 the company completed its con- 
version to straight natural gas. As a re- 
sult, certain of its production facilities 
were abandoned, on which the commis- 
sion held that the company was entitled 
toa return until the cost had been fully 
recovered. This was upon the theory that 
the abandonment of this property was 
unexpected and that as the depreciation 
reserve had been accumulated at rates 
prescribed and limited by the commission 
in the past, it was only fair and equitable 
to permit the recovery of the investment 
and to allow a return on it until such 
recovery had been effected. The commis- 
sion relied on the testimony of its own 
witness that under the investment theory 
of rate regulation and these peculiar cir- 
cumstances, the fact that this property 
was no longer used and useful should be 
ignored. 

The company also had costs in convert- 
ing customers’ equipment to utilize 
straight natural gas. It was held that the 
cost of amortization was a proper operat- 
ing revenue deduction and a capital in- 
vestment, to the extent unamortized, on 
which a return should be allowed. The 
commission considered that this expendi- 
ture was necessary to render service and 
the amount was comparable to working 
capital, On this basis the company was 
permitted an increase in rates. 


N appeal was taken to the United 

A States District Court for the Dis- 

trict of Columbia and an unusual oral 

discussion, called an opinion, was uttered 

on a 13, 1950, by Judge Goldsbor- 
ough. 
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His Honor opened the discussion 
by his analysis of the Hope Natural Gas 
Case: 


What that case holds is this, as this 
court interprets it: 


It holds that the public utility, that 
is, the investors, is receiving a perfect- 
ly adequate income, and that being so, 
there is no point in going into the de- 
tails as to how the commission arrived 
at their conclusion. Expressed in an- 
other way, and in a more simple way, 
the court decided that in view of the 
fact that the public utility was getting 
a proper return, there was nothing to 
fuss about. That has not, in this court’s 
opinion, anything in it which controls 
in any way the action of the court in 
this case. 


The court eliminated from the rate 
base the unrecovered cost of abandoned 
plant on the sole ground that the statute 
required the rate base to be limited to 
property used and useful, thereby disre- 
garding the commission’s analogy to 
working capital. The court also required 
that it should be eliminated as a part of 
operating revenue deduction. As to the 
unamortized conversion costs, it held that 
no part of this could be included as a 
part of the rate base. Judge Goldsbor- 
ough stated: 


If the utility can demonstrate to the 
public utilities commission that they 
are not receiving a proper income, that 
the investors are not being properly 
treated, that they are not making a 
decent living, then the commission has 
a perfect right to raise the cost of gas 
to the consumer. But, they should do 
it in a legal manner, and not in an 
arbitrary manner. 


4 WITH respect to rate of return, there 
e is no evidence of any great effort 
by the commissions to develop a flexible 
formula for the proper adjustment of 
the rate in harmony with changing eco- 
nomic conditions. The literature on this 
potential solution to fair rate adjustment 
is to be found in articles in law reviews, 
engineering and accounting journals— 
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not in the decisions of commissions or 
courts.!® 15 


State v. Federal Jurisdiction 


N this area the trend of decision is all 
too clear. Every case seems to move 

towards greater federalization of utility 
regulation. Probably legislation alone can 
alter the trend. Unless changed, local 
regulation of most phases of the larger 
gas and electric companies may become a 
thing of the past. 

The most important recent decision in 
the jurisdictional field is, of course, the 
case of the Federal Power Commission 
v. East Ohio Gas Co. There the 
Supreme Court sustained the Federal 
Power Commission in its assertion of 
jurisdiction over East Ohio as a “natural 
gas company,” reversing the contrary 
holding by the circuit court of appeals 
for the District of Columbia.” 

East Ohio engaged in business solely 
within that state. It had no sales for re- 
sale and it was completely regulated in 
every respect by the state commission. 
Mr. Justice Black, speaking for the ma- 
jority, held that the mere transportation 
for distribution of natural gas, which 
had come from outside the state, by means 
of a high-pressure main was sufficient 
for Federal jurisdiction. Furthermore, 
and even more extreme, was his holding 
that the exception contained in § 1(b) 
that the act should “not apply to any other 
transportation or sale of natural gas or 
to the local distribution of natural gas 
or to the facilities used for such distribu- 


14 See, ¢.g., Freeman, 61 Harvard Law Re- 
view 1380 (1948) ; “Why Is a Rate Base?” by 
Herbert J. Sean Pusiic Utiirres Fort- 
NIGHTLY Vol. XX XIX, No. 13 (June 19, 1947) ; 
Blachly, 33 Virginia Law Review 141 (1947) ; 
“Present-day Aspects of Rate Making,” by 
Hon. Nelson Lee Smith, Pusric Utiiities 
ForTNIGHTLY, Vol. XL, No. 10 (November 6, 
1947) ; “What Says the Court? Criteria for 
Utility Regulation,” by Clyde Olin Fisher, 
Pusiic Utiitres Fortnicutiy, Vol. XLIV, 
No. 13 (December 22, 1949). 

15 The Missouri commission decision in the 
Southwestern Bell Telephone Company Case, 
supra, is a partial exception. 

16 (1950) 338 US 464, 82 PUR NS 1. 

17 (1949) 173 F2d 429, 77 PUR NS 97. 
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tion” was not applicable to high-pressure 
mains but only to a local distribution sys- 
tem within a local community. 


HIs physical dividing line as to juris- 

diction is a difficult one to accept 
from a practical or logical standpoint. 
We all know that in any sizable city in 
a manufactured gas system there are 
mains of pressures up to amounts fully as 
great as those at which natural gas is 
delivered. If Mr. Justice Black’s physical 
distinction with respect to pressure be- 
comes the rule of law, it might well mean 
that a local distributing gas company op- 
erating within a single city would become 
a natural gas company subject to Federal 
regulation if it purchased natural gas and 
delivery was made into its existing high- 
pressure mains. 

The test of jurisdiction as applied by 
the majority would seem to mean, as was 
said by Justices Jackson and Frankfurter 
in their dissent, that Federal jurisdiction 
will supplant, not supplement, state juris- 
diction in the gas field. That this was the 
intent of the majority seems evident from 
its reasoning that the gap which Congress 
intended to fill was the transmission, with 
or without sale for resale, of natural gas 
in high-pressure mains to local distribu- 
tion centers. It is to be believed that most 
practitioners who were personally famil- 
iar or have studied the legislative history 
of the Natural Gas Act understood that 
the sole gap which Congress intended to 
close arose from the inability of the states 
to regulate the interstate sales prices. 
Support is found for this understanding 
in the fact that the state commissions indi- 
vidually and through the National Asso- 
ciation of Railroad and Utilities Commis- 
sioners, had sought the passage of the 
original act. They would not have done 
this had they considered it was intended 
to oust them from a regulatory field 
which they were competently occupying. 


eS i activity in support of the East 
Ohio Company’s position by the 


states of Ohio, Indiana, California, and 
New York and by the NARUC indicated 
the alarm of the states that by judicial 
interpretation they were being “en- 
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trapped,”"* as was said in the dissent. 
The concern expressed in the dissent that 
“state control will wither away and leave 

‘the Federal rule in possession of the 
field’”!® seemed to be tacitly recognized by 
the majority opinion when it held : “Once 
a company is properly found to be a 
‘natural gas company’ no state can inter- 
fere with Federal regulation,” and 
when it construed the act as not even 
purporting to “abolish all overlapping of 
jurisdiction,” 

Similar encroachments are also evident 
in the electric field. For example, the 
decision of the Federal Power Commis- 
sion in Re Arizona Edison Co., Inc., and 
Re Central Arizona Light & Power Co.™ 
is of real significance. The commission 
held these two companies to be public 
utilities under § 201(e) of the Federal 
Power Act, even though they operated 
entirely within Arizona, on the sole 
ground that they each bought power in 
Arizona which had been generated in 
California by the United States Bureau 
of Reclamation and which was transmit- 
ted within Arizona in bulk to the com- 
panies’ load centers. 


W: are all aware of the number of 
similar Federal power projects now 
in existence throughout the far west and 
central and southwest areas. If current 
proposals are executed, the indications 
are that there will be more rather than 
less of such projects throughout the coun- 
try. 
If the mere purchase of surplus 
power, which had crossed state lines, by 
local distributing companies from such 
governmental projects is sufficient to 
place such local distributing companies 
within the area of Federal Power Com- 
mission jurisdiction, the decline of the 
regulatory authority of the state commis- 
sions seems evident. 


18 Page 490. 

19 Page 478. 

2 Page 473. 

21 Page 474. 

%FPC Docket Nos. E-6194 and E-6212; 
Cplaicn No. 190, issued March 31, 1950; 84 
PUR NS 3. 
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Safe Harbor Case 


ee example of the trend to- 
wards the extension of Federal 
regulation at the expense of the states 
is found in the Safe Harbor litigation 
which culminated this year. The com- 
pany, in 1930, became a licensee of the 
Federal Power Commission. As you will 
recall, a license is a contract and is in- 
tended to be a complete specification of all 
the obligations of both government and 
the company leading up to the ultimate 
possibility of recapture of the property 
at the expiration of the license. It is the 
specified policy of the act that rate regu- 
lation primarily should be vested in the 
states, with Federal jurisdiction available 
only if the states were unable to function. 
Thus § 19 provided that the Federal 
Power Commission could act as to intra- 
state rates only in the event that the state 
had failed to provide a regulatory body 
with adequate authority. Section 20, deal- 
ing with a licensee engaged in interstate 
business, vested authority in the states 
involved, to agree on proper rate regula- 
tion. In the first Safe Harbor litigation, 
the court of appeals for the third circuit™ 
determined that this was an exercise of 
congressional consent to interstate agree- 
ment under the compact clause of the 
Federal Constitution. In that decision, 
however, the circuit court annulled the 
rate order of the Federal Power Com- 
mission on the ground that it had failed 
to make a finding that the states of Penn- 
sylvania and Maryland had been unable 
to agree. In the absence of such finding, 
said the court, the Federal Power Com- 
mission was without jurisdiction. It 
should be noted that in the first Safe 
Harbor proceeding, the Federal Power 
Commission had attempted to fix rates 
solely under the provisions of Part I of 
the Federal Power Act; i.e., the part re- 
lating to licensed projects. 


28 Safe Harbor Water Power Corp. v. Fed- 
eral Power Commission (CA-3 1949), 179 F2d 
179; certiorari denied (1950) 339 US 957. 

2% Safe Harbor Water Power Corp. v, Fed- 
eral Power Commission (CA-3 1941) 44 PUR 
NS 330, 124 F2d 800, certiorari denied (1942) 
316 US 663. 
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HEREAFTER, the Federal Power 
Commission instituted a new rate 
proceeding. This time it was under both 
Part I of the act and Part II, the latter 
dealing with rates of interstate electric 
utilities. The court sustained the com- 
mission’s finding of the inability of the 
states to agree and even held that a state 
need not make any effort in good faith 
to agree with the sister state.** Conse- 
quently, it would appear that the mere 
unwillingness to cooperate, by one state 
involved, is sufficient under Part I, to 
transfer jurisdiction from the states, as 
Congress planned, to Federal authorities. 
More serious, however, was the deci- 
sion that the commission might exercise 
regulation of rates under Part II of the 
act even over a licensee. In the court’s 
opinion, this might be done even though 
it had been satisfied that the states in 
question under Part I had been ready, 
willing, and able to agree on codperative 
state regulation. In making this primary 
holding, the court referred to and at- 
tempted to reconcile the apparent incon- 
sistencies of the rate regulatory standards 
contained in Parts I and II of the act. 
It probably would not be in good taste 
for me, the unsuccessful counsel, to de- 
tail my sincere but respectful dissent 
from the court’s reasoning in this at- 
tempted reconciliation of the two parts 
of the act. 

One grave omission in the court’s rea- 
soning, however, may be pointed out. 
That is, that where, under Part I, 
states are able and anxious to regulate 
the rates of a licensee, if the Federal 
Power Commission may also exercise an 
independent regulatory power under 
Part II of the act, then you have the 
absurdity of dual regulation of a single 
rate schedule. Obviously such a condition 
cannot exist in practical operation. The 
logic of the third circuit’s decision carried 
to its extreme would result in the ousting 
of the states from the rate regulatory 
powers specified in Part I. Furthermore, 
this decision seems to mark a serious 
breach in the supposed inviolability of 
the license contracts. 


25179 F2d at 191, 192. 
OCT. 26, 1950 


In fairness it should be stated that it 
appears the third circuit had real doubt 
as to its decision in this regard which it 
indicated by its clear invitation to the 
Supreme Court to permit review. It re- 
ferred to two other circuit decisions in 
which contrary views, although dicta, had 
been expressed.*® It admitted frankly 
that its own previous decision “squints” 
in accordance with the other decisions 
and it set forth certain of its conclusions 
in detail “because the reviewing court 
may take a view of the substantive law 
which differs from our own.’ Never- 
theless, certiorari was not granted by the 
Supreme Court.” 


y gee ys proceeding where the Fed- 

eral Power Commission has as- 
serted jurisdiction over gas operations 
of companies operating within a single 
city, arose in connection with bringing 
natural gas to the metropolitan area of 
New York city. The various nonaffiliated 
companies operating in that area con- 
tracted with the Transcontinental Gas 
Pipe Line Corporation that it would de- 
liver and they would take gas at a point 
on Manhattan island on the east bank of 
the Hudson river. Obviously, it would 
be wasteful of capital and produce higher 
rates if each company had built its sepa- 
rate pipeline to the point of delivery— 
to say nothing of five separate operations 
in tearing up Manhattan streets or of 
franchise problems involved. 

In order to obviate these practical diffi- 
culties and wasteful costs, the local com- 
panies entered into an arrangement 
known as the Joint Facilities Agreement, 
whereby three of the companies through 
whose territories the gas first passed 
would build mains of sufficient capacity 
not only to take care of their own com- 


26179 F2d at page 188. The cases were 
Niagara Falls Power Co. v. Federal Power 
Commission (CA-2 1943) 51 PUR NS 40, 137 
F2d 787, certiorari denied (1943) 320 US 792, 
815, and Alabama Power Co, v. Federal Power 
Commission, (1942) 44 PUR NS 197, 128 F2d 
280, certiorari denied (1942) 317 US 652. 

27 Page 188. 

28 Page 189. 

29 339 US 957. 
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pany’s needs but also to permit the pas- 
sage of excess gas to the companies more 
remote from point of delivery. Under this 
arrangement the three companies provid- 
ing such excess capacity of main would 
receive from the more remote companies 
a return on the excess plant investment, 
together with a share of the maintenance 
cost, measured by the proportionate part 
of the total gas delivered which each 
company had contracted to take and pay 
for at the delivery point. There were to 
be no sales of gas, however, between any 
of the companies. Every company took 
its gas at the same point of delivery. 
There were no pressure regulators be- 
tween the five companies involved. The 
three companies which provided the ex- 
cess facilities therefore contended that 
they performed no act in transporting the 
gas to the other companies nor was there 
any sale for resale. Further, they claimed 
under the exemption in the act that all 
acts were in connection with the local 
distribution of gas. 


— of informal intimation by the 


staff of the commission that the Joint 
Facilities Agreement could be regarded 
as subject to commission jurisdiction, 
the companies applied to the Federal 
Power Commission for a certificate of 
convenience and necessity for the con- 
struction of these facilities, or, in the al- 
ternative, an order by the commission 
stating that it would have no jurisdiction 
over the joint facilities, as operated for 
intrastate distribution. In that proceeding 
the hearing examiner supported the view 
of the companies that the commission 
had no jurisdiction, and likened the ar- 
rangement to a common reservoir to 
which Transcontinental delivered all of 
the gas at one point of delivery and from 
which reservoir the respective companies 
withdrew their allotted shares. He there- 
fore held that the three companies pro- 
viding such excess reservoir capacity in 
their mains, all of which were located 
within the city of New York, were not 
natural gas companies subject to Federal 
regulation. The state of New York, 
through its public service commission, 
actively participated in the proceedings 


619 


and supported this view. The Federal 
Power Commission, however, reversed 
the examiner’s report and asserted juris- 
diction. Petitions for rehearing were filed 
prior to the decisions in the East Ohio 
Case and were granted by the commis- 
sion, although-no hearings have yet been 
held.5% 82 


| ipsam there was pointed out the 
strong trend in judicial decision to- 
wards exclusive Federal jurisdiction over 
at least the major utilities. The sugges- 
tion was made that only legislation could 
avert this trend. 

The story of the “Kerr Bill’ is not 
encouraging as to legislative relief. It 
dealt specifically with the exemption of 
sales of natural gas by independent pro- 
ducers and gatherers. But there was a 
significant parallel to the exemption in 
the same section of the act of the local 
distribution of gas. Put colloquially, the 
bill said that to dispel the confusion that 
had arisen in the Federal Power Com- 
mission, Congress intended the same ex- 
emption from Federal jurisdiction that 
it had expressed in the original enact- 
ment in 1938. Congress passed the bill, 
thereby reiterating its original legislative 
intent. The President vetoed the bill on 
the ground the commission had, and 
should have, the very jurisdiction the bill 
denied. Can a presidential veto establish 
a legislative intent contrary to what Con- 
gress has in plain terms twice expressed 
on its own behalf? 

Of such are the problems in the field 
wherein we toil. 


80In Re Consolidated Edison Co. of New 
York, Inc. et al. FPC Docket Nos. G-1167, 
= ry and G-1190, Opinion No. 181; 81 PUR 

81 In the Matters of Manufacturers Light & 
Heat Co. et al. Opinion No. 188, December 19, 
1949, the FPC claimed jurisdiction over local 
gas distributing companies because of their 
constructing laterals to connect with the inter- 
state pipeline. In one instance jurisdiction was 
asserted because of the construction of 0.133 
of a mile of 3-inch line. 

82 Senate Bill 1948, introduced April 4, 1949; 
passed March 31, 1950; vetoed by the Presi- 
dent, April 15, 1950. The “Crosser Bill,” HR 
5306, also is disturbing. It would give the Fed- 
eral Power Commission full jurisdiction over 
security issues of natural gas companies, 
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Federal and State Regulation—the 
Proper Scope of Each 


By THOMAS C. BUCHANAN* 


I AM doubly appreciative of this oppor- 
tunity to appear before you today. 
In the first place, I am deeply sensible 
of the honor done me by an invitation to 
address a section of the American Bar 
Association whose membership com- 
prises the outstanding practitioners in the 
field of law upon which I am asked to 
speak. In the second place, I am very 
glad of the opportunity to represent a 
Federal point of view on the subject 
under discussion today: “Federal and 
State Regulation—the Proper Scope of 
Each.” 

I am glad to have this opportunity be- 
cause of my feeling that a wider under- 
standing of today’s subject is essential, 
and because of my conviction that all of 
us, as members of the bar loyal to our 
country and wholeheartedly devoted to 
the success and improvement of its gov- 
ernment, have a broad common basis for 
agreement in approaching any such 
problem. 

Of course I am not speaking for the 
Federal Power Commission but solely 
for myself and in my individual capacity 
as one member of that commission. 

It seems to me that the principal ap- 
proach to the subject of today’s discus- 
sion must spring from two bold funda- 
mental propositions concerned with reg- 
ulation of public utilities—whether state 
or Federal—under the Constitution of 
the United States. These propositions 
are: 

(1) Public utilities do not want to be 
regulated, or if regulated they 
wish it kept at a minimum ; 

(2) the Commerce Clause of the Con- 
stitution of the United States is 
so all-pervading that it may ex- 
tend, with the consent of the 
Congress, from production or 
generation and carry through to 
consumption; that is, from the 


*Vice chairman, Federal Power Commission. 
OCT. 26, 1950 


generator to the electric light 
bulb or from the natural gas 
wellhead to the burner tip, to use 
two specific illustrations. 


HE first proposition is a statement 

of fact and requires no elaboration. 
I believe we will all concede the validity 
of the old adage that nobody loves a 
policeman, although the natural antipathy 
may be somewhat ameliorated if the 
policeman can “fix” a parking tag, or 
permit a left turn when a left turn is 
prohibited, or extend similar small 
courtesies, in return for small favors. 

The second proposition being a con- 
clusion of law is perhaps of more interest 
to the Public Utility Law Section, and 
I believe it to be so well recognized that 
it needs no citations or legal discussion to 
establish it as a valid constitutional in- 
terpretation. So starting with this legal 
conclusion, we have the basic question 
which is—where should the line be 
drawn which divides Federal from state 
regulation? But I want it particularly 
noted that whatever determination of 
that line is made, it is a limitation on 
Federal jurisdiction and not an “en- 
croachment on states’ rights,” as it is 
commonly phrased. 

The “states’ rights” doctrine as a 
constitutional matter is not involved in 
this controversy. What is involved is the 
individual’s viewpoint as to the extent 
the Federal government need go in ex- 
ercising its authority under the Com- 
merce Clause of the Constitution. 

No one, I venture to say, familiar with 
the economic growth of our nation and 
the development of its industrial and 
business enterprises, can fail to be im- 
pressed with their size, their complexity, 
and their ramifications today. This tre- 
mendous growth and development have 
evoked a parallel growth and develop- 
ment in government. As the miller’s wa- 
ter wheel serving the neighborhood for 
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two or three miles around has grown to 
the modern utilities million-kilowatt 
generating plant serving customers in 
the modern neighborhood of two or 
three states, the law of grist mills and 
the institutions of government dealing 
with grist mills and other common serv- 
ers have had to grow. 


n this growth of law and government 
we all recognize the inherent danger 
of overcentralization: The danger that 
government shall become so far removed 
from the individual citizen that his sense 
of responsibility for what his government 
does, and his sense of being a part of his 
government will become too diluted ; the 
danger that Big Government, by its big- 
ness, will cease to be “Government... 
by the people.” 

I may say, in passing, that I think 
there is abundant evidence that Congress 
and the courts have not been allowed to 
overlook this danger either in the enact- 
ment or the interpretation of the Federal 
Power and Natural Gas acts. I could 
mention, and I am sure you can recall, 
some notable dissenting opinions which 
have ably portrayed that danger. It is 
well that this is true. But there are prob- 
ably as many shades of opinion as to the 
actual magnitude of this danger as there 
are persons holding opinions. And each 
person probably views the danger as 
more serious in respect to some func- 
tions of government than others. On the 
other hand, we all probably tend to over- 
generalize and oversimplify our thinking 
about the danger of overcentralization 
and need to ask ourselves what the danger 
actually is in relation to a particular sub- 
ject matter, and whether our views are 
motivated by concern for our nation or 
influenced by personal stakes or ties. 

Overcentralization is not the only 
danger we face, not by any means. There 
is another danger which everyone here 
will also recognize. That is the danger 
that law and government will prove too 
small for their job. In the particular field 
we are now considering, the danger is 
that we shall leave to local governments 
problems that are too large for their 
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competence and broader than local con- 
cern. Not theoretically too difficult or 
complex, but practically too large, too 
extensive geographically. 


| Sper rie of what I have in mind are 
afforded by the problems of labor- 

ent relations and unemploy- 
ment. The local aspects of employment 
and unemployment were very obvious 
and concrete, and until recent years those 
subjects were regarded as the sole re- 
sponsibility of the local community. But 
as the depression of 1929 deepened and 
local efforts to cope with those problems 
broke down, it became generally recog- 
nized that important factors in those 
problems were economic in nature and 
national in scope, or at least extended 
beyond the confines of singie states. The 
problem of the Okies was not local to 
Oklahoma or California and could not 
be solved by either of those states. The 
result is that the agencies dealing with 
those problems of social security are to- 
day a large and probably a permanent 
part of our Federal government. 

Utility regulation presents 
similarities. 

Manufactured gas and direct-current- 
electric utilities were originally matters 
of almost solely municipal concern. 
Regulation was by municipal franchise. 
Then the introduction of alternating cur- 
rent transmission expanded electric utili- 
ties beyond municipal limits, and natural 
gas transported through high-pressure 
pipelines from distant gas fields, began 
to replace locally manufactured or pro- 
duced gas. With the resulting increased 
needs for capital, utilities’ securities were 
more widely marketed and traded in. 
With this expansion of the public utility 
beyond municipal limits, statewide ef- 
forts at regulation supplemented or en- 
tirely superseded municipal regulation. 


some 


A’ these utilities grew, recognition of 
their economic importance grew. 
Increasing use and dependence on gas 
and electricity made their rates matters 
of as much concern as taxes, which in 
some very practical aspects they re- 
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semble because of the utilities’ monopoly 
position. With growth in commercial 
and industrial use of electricity and nat- 
ural gas, regulation of rates ceased to 
concern only the householder. As such 
rates became an increasing part of the 
cost of carrying on business enterprises, 
large industries negotiated for special 
rates or developed their own supply. But 
for small businesses there was no such 
escape and the rates they have to pay 
are frequently more out of line with the 
utilities’ costs of service than either the 
rates to the residential consumer or the 
large industrial user. 

Moreover, utilities grew so big that 
their financial needs were no longer sup- 
plied by local entrepreneurs, but instead 
were financed by investment banking 
houses located in the large finance centers 
of New York, Chicago, and San Fran- 
cisco. Commerce in public utilities’ se- 
curities became tremendous and was at- 
tended with many abuses. 

All of this has a direct bearing on our 
present problem, because the expansion 
of the utilities did not stop at state 
boundaries. As they grew the number of 
customers increased who were being 
served in whole or in part with electricity 
or gas produced in another state. And as 
their needs for capital expanded, increas- 
ing numbers of investors in all parts of 
the country bought and sold electric 
utility securities in what became es- 
sentially a national market for such 
securities. This national market was de- 
pendent upon the soundness of the capi- 
talization and of the accounting and 
financial practices of the individual util- 
ity whose securities were traded, in 
whatever part of the country located. 
Thus, while it is convenient to discuss 
first the problem of regulation of rates in 
interstate commerce, that problem is only 
a part, and possibly a relatively small 
part of the problem to which Federal 
legislation has been addressed. 


EDERAL legislation for the regulation 
of rates charged in wholesale sales 
of electricity and gas in interstate com- 
merce was the direct result of the con- 
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stitutional limitations which made the 
states powerless to regulate those rates, 
The nature of those limitations was 
clearly indicated in a number of Supreme 
Court decisions handed down in the two 
decades between 1910 and 1930 in cases 
in which utilities sought to escape state 
regulation or taxation on the ground that 
the state action was an invasion of the 
constitutional power of Congress to 
regulate interstate commerce. 

In seeking to strike down state action 
on this ground the utilities were relying 
upon a principle of our government which 
had its roots in the dearly bought experi- 
ence of the American colonies under the 
Articles of Confederation, and one which 
has had an influence in incalculable im- 
portance in the economic growth and 
unity of our country. 

You will recall that if there was any 
one thing which the experience of the 
states under the Articles of Confedera- 
tion demonstrated, it was the need fora 
national authority to regulate commerce 
with foreign nations and among the 
states. 

In the brief space of time between 
the Declaration of Independence and the 
adoption of the Constitution, when the 
Articles were the sole body of national 
law, it was realized that the regulation of 
interstate and foreign commerce was not 
properly a local, state matter. 

Accordingly, in enumerating the pow- 
ers of the Congress, the framers of the 
Constitution after providing in one para- 
graph for the basic authority to collect 
taxes, pay debts, provide for the common 
defense, and promote the general welfare, 
listed as the second succeeding item the 
power to “regulate commerce with for- 
eign nations, and among the several 
states, and with the Indian tribes.” This 
provision has been regarded generally as 
notable among the means of creating a 
nation instead of a confederation of 
states. 


Tl is altogether remarkable when we 
consider the great compromise which 
was necessary in order to achieve the 
Constitution that the framers of the Con- 
stitution appear to have been substantial- 
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ly unanimous in support of the Com- 
merce Clause. And when we recall that 
in the last quarter of the eighteenth cen- 
tury we were an agricultural people to 
the extent of about 90 per cent, and in- 
terstate commerce was carried on largely 
by water, we must pay a tribute to our 
forefathers for devising language which 
instead of becoming outmoded with the 
lapse of time, becomes more vitalized with 
our ever-changing national economy. 

The Commerce Clause was adopted at 
the beginning of what has been termed 
an industrial revolution. It was before 
the age of steam or electricity or the tele- 
phone. It was in the days of the sailing 
vessel, the pack horse, the wagon, and 
the spinning wheel. 

If at the dawn of commerce among the 
states it was considered so necessary to 
vest in the national government the 
power to regulate interstate commerce, 
how much more vital it is that such 
authority be vested in the national gov- 
ernment today, must be evident to every- 
one who considers what has taken place 
in the interim. We are no longer pri- 
marily an agricultural people, instead we 
are a great industrial nation, welded to- 
gether and dependent upon each other 
through a revolution in industrial and 
commercial processes and procedures as 
well as agricultural. 


W: have only to reflect upon condi- 
tions today in trade-barrier bound 
Europe to renew our American faith in 
the American principle embodied in the 
Commerce Clause of our Constitution. 
Adherence to that principle has avoided 
economic rivalry and conflict by producer 
states against consumer states, by con- 
sumer states against producer states, by 
one producer state against another serv- 
ing the same consumers, and by one con- 
sumer state against another dependent 
upon the same producers. In this way, 
as a nation, we have stimulated produc- 
tion and consumption throughout the 
country to an unequaled degree. 

The results of the efforts of the utili- 
ties to invoke the Commerce Clause are 
embodied in cases whose names are 
familiar to all of us but of which we some- 


times need reminding. I shall mention 
some of them: 


West v. Kansas Natural Gas Co. 1911 
(221 US 229) 

Western Union v. Foster (247 US 
105)? 

Public Utilities Commission v. Lan- 
don (249 US 236)? 

Pennsylvania Gas Co. v. Public Serv- 
ice Commission (252 US 23)® 

Dahnke-Walker Milling Co. v. Bon- 
durant (257 US 282) 

Missouri v. Kansas Gas Co. (265 US 
298 ) 

Public Utilities Commission v. Attle- 
boro Steam & Electric Co. (273 US 


East Ohio Gas Co. v. Tax Commission 
(283 US 465) 

Utah Power & Light Co. v. Pfost 
(286 US 165) 


In not all of the cases were the utilities 
successful, but the decisions in which 
they lost are still important as indicating 
the scope of state power and its limits. 


HIs is obviously no place for an ex- 

haustive analysis of those or other 
relevant decisions. My only purpose in 
referring to them is to suggest that there 
was warrant in them for proponents of 
Federal legislation to believe, and for 
Congress to act, as it did, on the belief, 
that the states were constitutionally pow- 
erless to regulate transactions “in inter- 
state commerce” in gas and in electricity. 
Also, that the scope of that constitutional 
inability of the states to act includes 
transmission which, in the case of elec- 
tricity, begins at the terminals on the 
generator where production is complete 
and can be metered; that it includes 
transmission or transportation in the 
state of production before a state bound- 
ary is reached; it includes the crossing 
of the state boundary; and it includes 
transmission or transportation in the 
state of consumption as well as all inter- 
vening states and regardless of where or 


1PUR 1918D 865. 
2 PUR 1919C 834. 
8PUR 1920E 18. 
*PUR 1927B 348. 
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how often title changes; that interstate 
commerce includes any gas or electricity 
moving only intrastate which is com- 
mingled with that moving interstate ; that 
interstate commerce beyond the reach of 
the states does not end until the point is 
reached at which begins the distribution 
at retail to the ultimate consumers in a 
local community; that such interstate 
commerce includes sales for resale at the 
beginning, at any point in the course, and 
at the end, of the interstate movement; 
and that it is immaterial what the pre- 
dominant nature of the business of any 
person engaged in any part of such inter- 
state commerce is. These examples are 
not the constitutional limits of interstate 
commerce, but mark the minimum extent 
of Federal authority in regard to inter- 
state utility regulation. 


ROM the viewpoint of our discussion 

today the significance of such a read- 
ing of the cases and the corresponding 
reading of the Federal Power and Nat- 
ural Gas acts is that it conforms so large- 
ly to the realities of the regulatory 
problems. 

The basic economic difference or con- 
flict between producer interests of one 
state and consumer interests of another 
state is such that some regulation by a 
government embracing both interests is 
often required. That difference or con- 
flict is in no way eliminated where the 
flow of commerce between the producer 
state and the consumer state is marked 
by intermediate sales and changes of 
title or by commingling the interstate gas 
or electricity with gas or electricity mov- 
ing only intrastate. 

Of course departure from a rigorous 
application of these principles is clearly 
appropriate when we come to the last 
transaction which involves multitudes of 
individual consumers. Without doubt 
administratively, if not otherwise, there 
is practical justification for local regula- 
tion of retail local distribution in both 
gas and electricity. In that state there is 
no legal obstacle to local regulation, but 
this is definitely an exception and is not 
to be expanded to supersede the general 
rule. 
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But, generally speaking, the producer- 
consumer difference in interest does not 
pe ond when the attempt is made 
artificially to divide interstate commerce 
into intrastate compartments. I need 
only to remind you of those landmarks 
of our constitutional law, Gibbons 2, 
Ogden and The Daniel Ball, which are 
landmarks as well in the economic 
growth of our country. Lines from the 
opinion in the latter case are so pertinent 
to our present problem that, leaping over 
the intervening eighty years, they are as 
alive as though written for today’s dis- 
cussion : 


. . . we are unable to draw any clear 
and distinct line between the authority 
of Congress to regulate an agency em- 
ployed in commerce between the 
states, when that agency extends 
through two or more states, and when 
it is confined in its action entirely with- 
in the limits of a single state. If its 
authority does not extend to an agency 
in such commerce, when that agency 
is confined within the limits of a state, 
its entire authority over interstate 
commerce may be defeated. Several 
agencies combining, each taking up 
the commodity transported at the 
boundary line at one end of a state, 
and leaving it at the boundary line at 
the other end, the Federal jurisdiction 
would be entirely ousted, and the con- 
stitutional provision would become a 
dead letter. 


By = as this seems, much of the 
present controversy seems to be en- 
gendered by just such efforts to make 
a “dead letter” of the Commerce Clause 
when it comes to the regulation of 


public utilities. Consider for instance 
the Safe Harbor rate case, in which 
the Federal Power Commission’s rate 
order was recently sustained by the 
circuit court of appeals, and certiorari 
denied. Safe Harbor Water Power Cor- 
poration is a Pennsylvania corporation 
owning and operating a hydroelectric 
plant on the Susquehanna river in Penn- 
sylvania. All of its facilities are located 
and its operations conducted wholly 
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within the state of Pennsylvania. It 
claimed that it was subject to regulation 
exclusively by the state of Pennsylvania. 
But its hydroelectric plant has a rela- 
tively small storage capacity and the flow 
of the Susquehanna river fluctuates wide- 
ly. To obtain the maximum value from 
that plant it must be operated in conjunc- 
tion with a large steam generating system 
and used to supply a large electric util- 
ity load. This has been accomplished by 
interconnecting facilities, and integrating 
operations, with Consolidated Gas, Elec- 
tric Light & Power Company of. Balti- 
more, Maryland. By pooling the com- 
bined facilities it is possible to supply the 
loads of local distributing companies, 
serving ultimate consumers in Pennsyl- 
vania, and the load of Consolidated of 
Baltimore, serving ultimate consumers 
in Maryland. There are a number of 
transactions in the electricity between the 
generators where it is produced and the 
points at which it is delivered to ultimate 
consumers for consumption ; title changes 
more than once; no company owns or 
operates facilities in more than one state ; 
and electricity flowing interstate is com- 
mingled and confused with electricity 
produced and consumed in the same 
state. 


Bz basically Maryland consumers’ in- 
terests in Pennsylvania - produced 
energy are in conflict or rivalry with the 
interests of the Pennsylvania producers, 
and of Pennsylvania consumers, as well. 
Likewise the interests of Pennsylvania 
consumers in Maryland-produced energy 
are in conflict with those of Maryland 
producers and Maryland consumers. 
And more important to the producers 
and consumers of both states is the 
preservation of the benefits and econ- 
omies of integrated operation of the com- 
bined facilities as a pool and a fair and 
an impartial allocation of those benefits 
and savings among the interests in both 
states, 

A realization of these facts impelled 
the mayor and city counsel of Baltimore 
and the public service commission of 
Maryland, as well as two large indus- 
tries, to petition the Federal Power Com- 
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mission to fix Safe Harbor’s rates. The 
Pennsylvania commission made no 
similar request but instead later under- 
took on its own to regulate rates in some 
of the wholesale transactions by which 
some of the output of this reaches 
local distributing companies serving 
Pennsylvania consumers. 

The Federal Power Commission made 
an investigation of Safe Harbor’s rates, 
held a hearing, issued its order for the 
reduction of that company’s rates, and 
that order has been rmed in the 
courts. I believe that the commission’s 
treatment of the conflicting interests of 
the two states will be applauded by dis- 
interested observers as eminently fair to 
each, and hence beneficial to both, and 
to the nation considered as a whole. The 
need for such Federal regulation appears 
to me to be essential. States are normal- 
ly unable to cope with such situations. 


VEN when local regulation of retail 
A, rates charged in local distribution is 
involved, the Federal government can 
play an assisting réle. Let me illustrate 
by referring to a case you may have 
heard of—East Ohio Gas Company 
(Federal Power Commission v. Past 
Ohio Gas Co. et al. 338 US 464).5 That 
decision has led to agitation to amend 
the Natural Gas Act in material respects. 
It has been the occasion for considerable 
propaganda. It has been claimed, in re- 
spect to this case, that the states them- 
selves are targets of the Federal Power 
Commission; that the Federal Power 
Commission seeks to take over estab- 
lished functions of the state regulatory 
agencies; that the commission is pre- 
pared to go much farther in supplanting 
state home rule. In accordance with the 
modern mode of powerful groups to in- 
fluence public opinion, the decision of 
the Supreme Court in that case has re- 
sulted in the unleashing of propaganda 
designed to obscure a sound historical 
and factual review of that case. 

The president of the East Ohio Gas 
Company has referred to the Natural 
Gas Act as a “blueprint for chaos”; has 
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asserted that the authority of every state 
public utility commission in America is 
being challenged; that the express will 
of Congress is being ignored; that gas 
users throughout the nation are threat- 
ened with new expense burdens ; and has 
alleged that his company “must pay $2,- 
000,000 in needless tribute to the power 
hunger of a Federal bureaucracy.” 


N similar vein, the president of the 

NARUC and a member of the Ohio 
Public Utilities Commission, in com- 
menting on the East Ohio Case in the 
Pustic Urtititres FortTNIGHTLy of 
June 8, 1950,° said: 


The fact yet hopefully remains, 
despite the constant erosion of state 
authority by judicial determination 
and Federal administrative action, 
that the impact of public utility regu- 
lation by the state public service com- 
missions directly affects every home 
and family and economic enterprise 
which uses public utility services. 
(Emphasis added.) 

And again: 

For three decades, and more, they 
[state commissions] sought to remove 
and were successful in overcoming the 
obstructions which the Supreme Court 
of the United States had held to exist 
as a hindrance to effective state regu- 
lation, but having overcome one set of 
“blocks” they now face the problem, 
by virtue of decisions of the same 
Court, of attempting to prevent the 
same national power from making state 
regulation more cumbersome, less cer- 
tain, and less effective in the public 
interest. The state commissions de- 
sire to “render unto Caesar the things 
that are Caesar’s,” but no more. 


I do not know just what is meant by 
“blocks,” but if it refers to the old “fair 
value” rate theory, that doctrine, as a 
constitutional limitation on the fixing of 
rates, was laid to rest by the Federal 


6“Fair Play for the State Commissions,” 
by Hon. Harry M. Miller. Vol. XLV, No. 12, 
page 735. 


Power Commission, although, as you 
know, it is still a “block” to some state 
commissions by reason of local law and 
local court decisions. 

The sole issue in the East Ohio Case 
was whether East Ohio Gas Company 
was transporting natural gas in inter- 
state commerce. The facts were these, 
quoting from the opinion of the Court: 


East Ohio owns and operates a nat- 
ural gas business solely in Ohio, sell- 
ing gas to more than half a million 
Ohio consumers through local distribu. 
tion systems. Most of this natural gas 
is transported into Ohio from Kansas, 
Texas, Oklahoma, and West Virginia 
through pipelines of Panhandle East- 
ern Pipe Line Company and of Hope 
Natural Gas Company, an affiliate of 
East Ohio. Inside the Ohio boundary 
these interstate lines connect with 
East Ohio’s large high-pressure lines 
in which the imported gas, propelled 
mainly by its own pressure, flows con- 
tinuously more than 100 miles to East 
Ohio’s local distribution systems. The 
combined length of these high-pres- 
sure trunk lines is at least 650 miles. 


N these facts the majority of the 
Court, with Justices Douglas and 
Burton not participating, found that East 
Ohio was transporting natural gas in in- 
terstate commerce within the meaning of 
the Natural Gas Act and, of course, the 
Commerce Clause. 

The action was not instigated by the 
Federal Power Commission. It was in- 
stigated in 1938 by the complaint of the 
city of Cleveland over the affidavit of 
Harold H. Burton, then mayor of Cleve- 
land, now associate justice of the Su- 
preme Court of the United States, which 
was, I presume, the reason for his non- 
participation in the consideration and 
decision of the case. 

The prayer of that complaint is as 
follows : 


Wherefore, petitioner prays for an 
investigation by the Federal Power 
Commission a determination of the 
cost of transportation from the Ohio 
river to the city gate of Cleveland of 
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the East Ohio gas which moves in 
interstate commerce, being approxi- 
mately 70 per cent of the gas ultimate- 
ly distributed in Cleveland; and an 
order upon the East Ohio Gas Com- 
pany to file with the commission in- 
stanter an inventory of its property 
devoted in whole or in part to the 
transportation of interstate gas and a 
statement of the original cost thereof. 


A second complaint seeking the aid of 
the Federal Power Commission to deter- 
mine the cost of transportation of natural 
gas in interstate commerce by East Ohio 
was filed in 1942 by the city of Cleveland 
over the affidavit of its Mayor Frank A. 
Lausche, now governor of Ohio. Other 
complaints were filed from time to time 
by the cities of Akron and Lakewood. 
(Cities in Ohio have initial rate-making 
authority.) On February 16, 1943, the 
commission on the basis of these com- 
plaints, and on its own motion, began the 
jurisdictional action which resulted in 
the Supreme Court decision on January 
9, 1950, sustaining, primarily, the 1938 
opinion of the city of Cleveland, its 
mayor, and its legal staff, that East Ohio 
was transporting natural gas in inter- 
state commerce and therefore was sub- 
ject to the jurisdiction of the Federal 
Power Commission under the Natural 
Gas Act. 


ND what about the terrible task 

forced on the company in record- 

ing original cost on its books in accord- 

ance with the Federal Power Commis- 
sion system of accounts? 

On April 15, 1942, before the Federal 
Power Commission had taken any action, 
in this proceeding, the public utilities 
commission of Ohio, by formal Adminis- 
trative Order No. 44, Supplement No. 
1, directed to “the natural gas com- 
panies operating within the state of Ohio, 
which themselves or their affiliates are, 
or may be, subject to the jurisdiction of 
the Federal Power Commission... 
ordered that the Classifications of Ac- 
counts prescribed by Federal Power 
Commission . . . [is] hereby adopted by 
this commission . . . to govern the ac- 
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counting procedure of such natural gas 
companies operating in the state of 
Ohio” with further instructions to each 
natural gas company to “notify the com- 
mission within fifteen days of the in- 
auguration of such new accounting pro- 
cedure.” The order was issued over the 
signature of George McConnaughey, 
chairman, Dennis F. Dunlavy, and Harry 
M. Miller, commissioners. 

East Ohio’s adoption of the Federal 
system of accounts was reported to the 
SEC in 1943 by its corporate parent, 
Consolidated Natural Gas Company. An 
excerpt from Form 10 of the Consoli- 
dated Natural Gas Company, filed with 
Securities and Exchange Commission, 
being Note 7, “Changes in Accounting 
Principles and Practices,” which was 
appended to the Combined Income Ac- 
count for the year ended June 30, 1943, 
states : 


The comparison of the combined net 
income has been affected by the adop- 
tion during 1942 by the East Ohio 
Gas Company of the Federal Power 
Commission’s Uniform System of Ac- 
counts for natural gas companies, pur- 
suant to an order of the public utilities 
commission of Ohio. 


Note 2 of the Combined Balance 
Sheet, as of June 30, 1943, reads as 
follows: 


The property accounts of the sub- 
sidiary companies are in various 
stages of reclassification in connection 
with the adoption of uniform systems 
of account prescribed by Federal and 
state regulatory commissions. The 
Uniform System of Accounts referred 
to require [sic] the determination of 
“original cost” (defined as “the cost 
of such property to the person first 
devoting it to public service”) and the 
segregation of the difference between 
booked costs and “original costs” in 
separate accounts. ... 

The management of the East Ohio 
Gas Company is of the opinion that the 
company is not required to determine 
the “original cost” of its property. 
However, the company proposes to 
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make certain reclassifications of its 
roperty to conform with the Uniform 
ystem of Accounts. None of the re- 
classifications has been approved as of 
June 30, 1943, by the regulatory bodies 
having jurisdiction. 


ND as to the squandering of money 
in recording original cost in ac- 
cordance with the Federal system of ac- 
counts, once more we find disagreement. 
Money spent to obtain information and 
sound accounting is by no means 
squandered, in the first place, and in the 
second place our staff estimates that the 
cost of complying with the Federal sys- 
tem of accounts would probably not have 
exceeded a quarter of the amount 
claimed by the company. It appears that 
the $2,000,000 mentioned by the com- 
pany is in fact to be spent largely in the 
establishment of continuing property rec- 
ords which is a voluntary project of the 
company and which the Federal Power 
Commission does not now and never has 
required of East Ohio or any other com- 
pany subject to its jurisdiction. 

By all of this, I wish to show that at 
no time and in no way did the Federal 
Power Commission encroach or attempt 
to encroach on the jurisdiction of the 
public utilities commission of Ohio, nor 
of the state of Ohio—the action of the 
Federal Power Commission being in the 
area in which the states were powerless 
to act. That being true, the East Ohio 
Case could not possibly result in “mak- 
ing state regulation more cumbersome, 
less certain, and less effective in the pub- 
lic interest,” as predicted, and, according 
to the Court there was no “erosion of 
state authority.” To the contrary, the 
very act of local interests in seeking Fed- 
eral aid under the Commerce Clause had 
demonstrated that state regulation did 
not or could not completely satisfy their 
needs in dealing effectively with local 
regulatory problems. 

These two cases, the Safe Harbor and 
East Ohio cases, are then examples of 
the proper sphere of Federal regulation 
—regulation in that area in which there 
is a conflict of interests of producer in 
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one state and consumers in another, or 
between producers in two states, or con- 
sumers in two states, with the exception 
of retail rates in local distribution, and 
as to that the Federal commission can be 
of merely advisory assistance. With 
that exception, this is the area of con- 
stitutional want of power in the individ- 
ual states as well as the area of their 
inability to act as the government em- 
bracing all interests concerned. 


HEN we turn from these problems 

of regulation, the nature of our in- 
quiry changes. A second and perhaps 
more important purpose of Federal en- 
try into this field was to remedy the 
financial and corporate abuses by utili- 
ties, such as writing up the accounts, fail- 
ing to provide adequate depreciation, 
and other forms of stock watering, ex- 
posed by the Federal Trade Commission. 
Edwin L. Davis, former chairman of the 
Federal Trade Commission, writing in 
the December, 1945, issue of the George 
Washington Law Review, said: 


The Federal Power Act of 1935 was 
passed as the investigation by the Fed- 
eral Trade Commission was drawing 
to a close after several years during 
which the commission was relentlessly 
exposing the evil practices and condi- 
tions that had possessed the industry. 
The act naturally addressed itself to 
the correction and elimination of those 
practices and conditions. [Page 21.] 


Dozier A. DeVane, former solicitor for 
the Federal Power Commission, now 
United States District Judge for the 
Northern and Southern Districts of 
Florida, who helped write the act and 
who testified before congressional com- 
mittees in support thereof, likewise 
pointed out in an article in the same Law 
Review that the regulation of interstate 
rates provided for in the act was not the 
prime purpose of the measure. Judge 
DeVane wrote: 


The investigations that had been 
made under congressional authority 
disclosed that the objective desired to 
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be accomplished could not be attained 
merely by Federal regulation of 
wholesale rates. These investigations 
had revealed that the electric operat- 
ing companies were not keeping ac- 
curate accounts of the cost of con- 
struction of property devoted to public 
service, that adequate depreciation was 
not being set up, that mergers, con- 
solidations, and acquisitions were be- 
ing haphazardly made in a highly 
competitive market, and that there was 
little interconnection between compet- 
ing electric systems and between pri- 
vately and publicly owned sources of 
power. The control of these matters 
was vastly more important to con- 
sumers than the regulation of inter- 
state wholesale rates, even conceding 
the great importance of the latter to 
consumers. [Page 35.] 


Oye > the record is clear that the 
correction of very unsavory ac- 
counting practices was in the forefront, 
if not the first reason for the 1935 act. 
In view of this, it is strange indeed to 
hear the argument, often made, that 
regulation of public utility accounts is a 
collateral purpose, being dependent 
upon the presence of jurisdictional rates. 

In certain of the cases involving ques- 
tions of jurisdiction under the Federal 
Power Act, utilities, in rare instances, 
supported by state commissions, object to 
the attempted exercise of Federal juris- 
diction on the grounds that they would 
be subject to the provisions of the com- 
mission’s Uniform System of Accounts. 
To me, this is amazing because the Fed- 
eral Power Commission’s System of 
Accounts is sound in its concepts and, 
with its almost identical companion sys- 
tem, that promulgated by the National 
Association of Railroad and Utilities 
Commissioners, -has generally had the 
endorsement of regulatory agencies 
throughout the country. These systems 
are in effect for over 90 per cent of the 
electric utility industry and have a com- 
parable coverage in the natural gas in- 
dustry. Why should any utility not 
wish to conform to the national standards 
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set forth in the Federal system of ac- 
counts and to take its proper position 
with the vast majority of utilities in this 
country which have adjusted their ac- 
counts in conformity therewith? A ra- 
tional answer to this question has not yet 
been advanced. 


rom 1936 to 1945, as a member of 

the Pennsylvania regulatory commis- 
sions, I learned something about the 
problems and the limitations of state 
regulation, in particular, practical limita- 
tions which exist in regard to enforce- 
ment of uniform and sound accounting. 
The former Pennsylvania Public Service 
Commission was unable to ascertain the 
proper costs of certain electric utilities 
operating in that state. These utilities 
were members of the Associated Gas & 
Electric Company system. There were 
many ramifications to the accounting of 
that system, some of which that commis- 
sion could not explore because it could 
not get access to the pertinent books and 
records of the affiliated companies out- 
side the state. Finally, in order to 
fathom the truth the Pennsylvania com- 
mission appealed to the Federal Power 
Commission for an investigation of the 
holding company. The resulting investi- 
gation and report laid bare practices 
which were detrimental to the public in- 
terest not only in Pennsylvania, but 
elsewhere as well — practices which the 
state of Pennsylvania had been unable to 
prevent. 

I pointed out previously that one of 
the main purposes of the Federal Power 
Act was the straightening out of the ac- 
counts of electric utilities engaged in 
interstate commerce. In my opinion, and 
in the opinion of many others, it would 
never have been achieved if the Federal 
Power Act had not passed. 


B= mere accounting is of no value if 
not used properly. It goes without 
saying that financially sound utilities will 
render better public service than those 
which are financially unhealthy. It goes 
without saying, too, that in these times 
of international stress it is most impor- 
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tant to the nation, and to the democratic 
world, that we maintain financially 
strong utilities. The regulation of utility 
accounts is one of the best means of 
helping to achieve this result. 

Accordingty, in the field of uniform 
accounting for utilities, it has been an 
easy matter for me, both as a state and 
as a Federal commissioner, to subscribe 
wholeheartedly to the provisions of the 
Federal Power and Natural Gas acts. 
Those provisions, in my opinion, are nec- 
essary and appropriate to protect the 
public interest; that is, to protect both 
consumer and investor. We _ have 
learned from sad experience that state 
commissions, as a whole, were not able 
to function effectively in this area. We 
have learned, on the other hand, that the 
Federal Power Commission, collaborat- 
ing with the state commissions, has 
achieved widespread uniformity in sub- 
stance as well as form, in respect to the 
great bulk of the natural gas and electric 
utility industries in this country. The 
resort to the Commerce Clause to bring 
about this wholesome situation in respect 
to the interstate utilities has been 
justified. 


1 ten on to another phase of public 
utility regulation, in financing we 
must of necessity carry on with our ac- 


counting discussion. Sound financing 
bottoms on sound accounting. The af- 
fairs of an electric utility, operating 
wholly in one state, transcend in inter- 
est the boundaries of that state, because 
investors in the securities of those com- 
panies reside throughout the land. The 
securities of these companies go out into 
the nation’s security markets and they 
likewise become subject to the Commerce 
Clause. Protection of the interests of in- 
vestors and of the national economy, as 
the depression of 1929 proved, requires 
that the accounting and security issues 
of large electric and gas utilities con- 
form to national standards and speak a 
uniform language, rather than have 
them reflect individual idiosyncrasies 
which sometimes defy reasonable finan- 
cial analysis. 


There has been a tendency upon the 
part of the interested utilities to speak of 
the Federal regulation embodied in the 
Power and Natural Gas acts as though 
it were solely a regulation of the inter- 
state commerce in electricity and gas, 
which I have previously discussed. 
Whether deliberate or not, I regard this 
as in effect belittling and subordinating 
Federal regulation of corporate and 
financial practices of utilities by treating 
such regulation as though it were ancil- 
lary to regulation of rates and limited to 
the needs of rate regulation. Thus, where 
a utility like the East Ohio Gas Com- 
pany charges no rates which are subject 
to the Federal commission’s jurisdiction, 
it has been argued that there is no basis 
for the Federal commission to regulate 
that utility’s accounts. But all of this 
ignores explicit provisions of the statutes, 
ignores the overwhelming evidence of the 
legislative history of this legislation, and 
ignores the nature of the evils Congress 
sought to deal with when it enacted the 
Public Utility Act of 1935. 


HIs is not the place and I do not 

have the time to cite the statutory 
provisions, quote the legislative history, 
or closely analyze the evils dealt with any 
more than I have already done. For pres- 
ent purposes it should be sufficient to 
point out that what is now known as the 
Federal Power Act was enacted as Title 
II of the statute, Title I of which was 
the Public Utility Holding Company Act 
of 1935 now administered by the SEC. 
I assume no one here would argue that 
the powers conferred upon the SEC were 
limited to such powers as are ancillary to 
regulation of rates in interstate commerce 
in electricity or gas. Just as surely Con- 
gress’ purpose to protect investors in the 
national market for securities, and to 
safeguard the national economy from a 
repetition of the razzle-dazzle utility 
financing of the 1920’s epitomized in the 
careers of Insull, Foshay, and Hopson, 
found expression at the operating utility 
level in the statutes administered by the 
Federal Power Commission, as it had 
for holding company systems in the 
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Public Utility Holding Company Act 
administered by the SEC. To deny this 
is to contend that if the SEC finishes its 
job under § 11 and frees operating 
companies from holding company domi- 
nation, the operating utilities are free to 
repeat the evils of the twenties. 


HE jurisdiction of the Federal 

Power Commission to regulate the 
issuance of securities is not the same un- 
der the Federal Power Act as under the 
Natural Gas Act. Section 204 of the 
Federal Power Act confers complete 
financing jurisdiction upon the commis- 
sion over public utilities as defined in 
the act, subject to two limitations; 
§ 204(f) provides that “The provisions 
of this section shall not extend to a pub- 
lic utility organized and operating in a 
state under the laws of which its security 
issues are regulated by a state commis- 
sion.” Section 318 exempts subsidiaries 
of registered holding companies where 
the SEC has regulatory jurisdiction over 
issuance of securities. 

The Natural Gas Act does not confer 
any security jurisdiction on the com- 
mission except under certificate proceed- 
ings and then only by conditions at- 
tached to the certificate. This of course 
is very ineffective and in one notable 
case a major pipeline concluded its financ- 
ing, placing a very large amount of debt 
and equity securities upon the public 
market without review by any regulatory 
body. On the other hand, another major 
natural gas company traversing several 
states was compelled to appear before six 
separate state commissions to obtain ap- 
proval for a $30,000,000 bit of debt 
financing on a purely interstate opera- 
tion. These are two of many instances 
where investors and consumers of nat- 
ural gas companies run unnecessary 
risks due to a lack of proper legislative 
authority necessary to promote the 
public interest. 


nN to the effect of § 204(f) on financ- 
ing of electric utilities, there is no 
way by which the Federal Power Com- 
mission can test the uniformity and 
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standardization of state treatment. That 
such uniformity should exist goes with- 
out dispute. And just as the Federal 
Power Commission Uniform System of 
Accounts has resulted in promoting 
financially sound electric and gas utili- 
ties, it is believed by this speaker that 
the same medium should exercise stand- 
ardization in the regulation of public 
utility securities generally, as commodi- 
ties moving in interstate commerce and 
marketed in national markets so as to 
affect the national economy. This would 
conform to the standards of regulatory 
control which the courts have indicated 
are reasonable in the matter of rate 
jurisdiction as between Federal and 
state commissions. Retail rate regulation 
vests in the states because they are of 
purely local concern. By the same rea- 
soning, financing and issuance of securi- 
ties are matters of national concern and 
should be treated on a Federal basis. 

So, I come to a conclusion on the 
major question of “Federal and State 
Regulation—the Proper Scope of Each.” 
The Supreme Court through the Safe 
Harbor and East Ohio cases has reaf- 
firmed the doctrine stated in the Landon 
Case—that state regulation is limited to 
matters of local concern. Interstate 
commerce otherwise is a Federal matter 
unless limited by Congress, as in the case 
of financing. 


HE feasibility of codrdinate state and 

Federal utility regulation is daily 
being demonstrated. Throughout the 
country hundreds of utilities are operat- 
ing smoothly in compliance with both 
state and Federal regulation. I venture to 
say that in no single instance during the 
fifteen years since the Federal Power Act 
was enacted has any state commission 
been prevented or handicapped from af- 
fording any consumer the fullest meas- 
ure of protection within its original con- 
stitutional power. 

We need not be disturbed by predic- 
tions of either “chaos” or the “wither- 
ing away of state control.” As lawyers 
we must appeal to understanding, and 
not to emotions. The administrative 


OCT. 26, 1950 





PUBLIC UTILITIES FORTNIGHTLY 


process does not envision any phase of 
the traditional emotional argument be- 
fore the jury as in civil and criminal 
processes—to the contrary, it is a coldly 
factual argument within the boundaries 
of the congressional act which in turn is 


limited by the Constitution. The final in- 
terpretation of these limitations under 
our basic charter is wisely left to the 
Supreme Court whose decisions should 
be respected in keeping with the great 
dignity of that body. 





State and Federal Regulation—Their Proper Spheres 
By HARRY M. MILLER* 


T is significant that the Section of Pub- 
lic Utility Law of the American Bar 
Association should today direct its at- 
tention to the spheres of state and Fed- 
eral regulation. It has become apparent 
that, of late, problems have arisen in this 
field which demand reéxamination and 
reconsideration. 

The quest which inspired the Amer- 
ican idea, and gave birth to the Federal 
Constitution, resulted in a form of gov- 
ernment unique in the history of the 
world. Never before had there been a 
Federal form of a republic in which the 
states retained their sovereignty, exercis- 
ing limited powers upon their own citi- 
zens, but in which a central government 
of the states had judicial, legislative, and 
executive powers to enforce its own 
limited sovereign powers directly upon 
the citizens of the several states. 

Operating under this dual system, the 
power of the states and of the central 
government to regulate businesses affect- 
ed with a public interest, each in its own 
province, has long been accepted. The 
principle that there should be no hiatus 
in such regulation is likewise generally 
accepted. What phases, then, or activi- 
ties of public utility enterprises should 
each, or can each, the states and the Con- 
gress, regulate? It is in answering this 
crucial question that differences arise. 
Until these differences are satisfactorily 
resolved, there will remain confusion and 
conflict. 

To this problem we, today, direct our 
attention. 


*Member, Ohio Public Utilities Commis- 
sion, and president, National Association of 
Railroad and Utilities Commissioners. 


The answer to this question involves 
a consideration both of law and policy. 


NCERNING the question of law, the 

Supreme Court of the United States 
in Cooley v. Board of Wardens (12 
Howard 299, 319) as long ago as 1851 
held that 

“The grant of commercial power to 
Congress does not contain any terms 
which expressly exclude the states from 
exercising an authority over its subject 
matter. If they are excluded it must be 
because of the nature of the power thus 
granted to Congress, requires that a 
similar authority shall not exist in the 
states.... 

“Now, the power to regulate com- 
merce, embraces a vast field, containing 
not only many, but exceedingly various 
subjects, quite unlike in their nature; 
some imperatively demanding a single 
uniform rule, operating equally on the 
commerce of the United States in every 
port ; and some . . . imperatively demand- 
ing that diversity, which alone can meet 
the local necessities of navigation. - 

“Either absolutely to affirm, or deny, 
that the nature of this power requires 
exclusive legislation by Congress, is to 
lose sight of the nature of the subjects 
of this power, and to assert concerning 
them all, what is really applicable but to 
a part. Whatever subjects of this power 
are in their nature national, or admit 
only of one uniform system, or plan of 
regulation, may justly be said to be of 
such nature as to require exclusive legis- 
lation by Congress.” 


HE principle of the Cooley Case has 
been more recently restated in South 
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where it sold gas to consumers in James- 
Barnwell Bros., Inc. (303 US 177, at town and elsewhere. The public service 
page 185), where the Supreme Court commission of the state of New York 
said : asserted jurisdiction to fix rates 

for the local service and the New York 
Court of Appeals* sustained the com- 
mission’s action, concerning which, the 
United States Supreme Court, after find- 
ing that the transmission and sale of gas 
produced in one state and transported by 
means of pipelines and directly furnished 
to consumers in another was interstate 
commerce, said: 


Carolina State Highway De ent v. 


While the constitutional grant to 
Congress of power to regulate inter- 
state commerce has been held to op- 
erate of its own force to curtail state 
power in some measure, it did not 
forestall all state action affecting inter- 
state commerce. Even since Wilson v. 
Black Bird Creek Marsh Co., 2 Pet., 


245 ... and Cooley v. Port Wardens, 
12 How., 299 ..., it has been recog- 
nized that there are matters of local 
concern, the regulation of which un- 
avoidably involves some regulation of 
interstate commerce but which, be- 
cause of their local character and their 
number and diversity, may never be 
fully dealt with by Congress. Not- 
withstanding the Commerce Clause, 
such regulation in the absence of con- 
gressional action has for the most part 
been left to the states by the decisions 
of this court, subject to the other ap- 
plicable constitutional restraints. 


More recently in Southern Pacific Co. 
v. Arizona, (325 US 761, 89 L ed 
1915) the court enlarged upon the 
“Barnwell Case,” by stating: 


.. » When the regulation of matters 
of local concern is local in character 
and effect, and its impact on the na- 
tional commerce does not seriously in- 
terfere with its operation, and the con- 
sequent incentive to deal with them 
nationally is slight, such regulation has 


The thing which the state commis- 
sion has undertaken to regulate, while 
part of an interstate transmission, is 
local in its nature, and pertains to the 
furnishing of natural gas to local con- 
sumers within the city of Jamestown, 
in the state of New York.... 

This local service is not of that char- 
acter which requires general and uni- 
form regulation of rates by congres- 
sional action, and which has always 
been held beyond the power of the 
states, although Congress has not legis- 
lated upon the subject. While the man- 
ner in which the business is conducted 
is part of interstate commerce, its regu- 
lation in the distribution of gas to the 
local consumers is required in the pub- 
lic interest, and has not been attempted 
under the superior authority of Con- 
gress. 

It may be conceded that the local 
rates may affect the interstate busi- 
ness of the company. But this fact 
does not prevent the state from mak- 
ing local regulations of a reasonable 
character. 


been generally held to be within state 


authority. A early as 1920 it was therefore ap- 

parent that not only could the Fed- 
eral government regulate the interstate 
activities of public utilities, but also that 
the states could do likewise with respect 
to activities which were local in - 
acter, the most important of which were 
direct sales of utility services to local 
consumers. The power, however, to reg- 
ulate the transmission or transportation 
of natural gas or electric energy for 
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‘e principle was fully applied in 
1920 in Pennsylvania Gas Co. v. 
Public Service Commission (252 US 23, 
40 S Ct 279) .1 The facts of this case were 
that the Pennsylvania Gas Company, a 
Pennsylvania corporation, transported 
gas by pipelines about 50 miles in length 
from the source of supply in the state of 
Pennsylvania into the state of New York 
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wholesale purposes had been denied to 
the states. Public Utilities Commission 
v. Attleboro Steam & Electric Co. 273 
US 833 

The absence of Federal legislation 
regulating the transmission and trans- 
portation of natural gas and electric 
energy in interstate commerce, and to its 
sale in interstate commerce for resale, 
coupled with the constitutional inability 
of the states to legislate, and the ever- 
increasing size of the natural gas and 
electric power industries, created, there- 
fore, a regulatory gap detrimental to the 
public interest. 

The states, particularly those whose 
regulatory efforts had been thwarted be- 
cause of their declared constitutional in- 
ability to regulate the subject matter, 
eagerly urged and supported Federal 
action to close the gap, and make regula- 
tion complete. In doing so, however, their 
experiences in the field of railroad trans- 
portation were yet fresh in their minds. 
They had witnessed the continuing 
diminution of state control over trans- 
portation and its gradual absorption by 
the Interstate Commerce Commission. 


HUS it was, that the states, acting 

through their association, the Na- 
tional Association of Railroad and Utili- 
ties Commissioners, reaffirmed the posi- 
tion they had earlier taken (1929 An- 
nual Proceedings 369), and thereby 
stated the principle that the Federal gov- 
ernment should regulate those interstate 
activities of public uilities which were be- 
yond the constitutional power of the 
states to regulate. The principle was 
stated in this language : 


That, whereas under the principle 
established by the decision of the 
United States Supreme Court in Penn- 
sylvania Gas Co. v. Public Service 
Commission, 252 US 23,*. state 
authorities, in the absence of Federal 
regulation, retain power to regulate 
local service of utilities which operate 
across state lines, including the rates 
for such service, this association asks 


8 PUR 1927B 348. 
4 Supra. 
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Congress not to interfere with the con- 
tinued exercise of that power as to any 
class of public utilities by legislation 
vesting power to regulate such service 
and rates in any Federal tribunal. 


It was with considerable satisfaction to 
the states that both the Federal Power 
Act of 1935 and the Natural Gas Acct of 
1938 were enacted by Congress. They 
were particularly gratified by the assur- 
ance that the principle which they had 
urged had been preserved inviolate in 
both acts. 


N an address before the National As- 
sociation of Railroad and Utilities 
Commissioners within less than sixty 
days following the enactment of the Fed- 
eral Power Act, a member of the Federal 
Power Commission assured the state 
commissions that 


The new utility act, in these pro- 
visions for assistance to state regula- 
tory authority, proceeds upon the 
sound assumption that the power in- 
dustry is primarily a local industry 
and that the primary regulation of the 
industry should rest with the state. The 
new act asserts Federal authority only 
to the extent which is necessary to 
make secure the primary state control 
by closing up the gap in public regula- 
tion. The act specifically provides 
against any encroachment by the Fed- 
eral Power Commission upon the 
proper sphere of the state. While the 
control of the interstate wholesale rates 
which is constitutionally beyond the 
power of the state is conferred upon 
the Federal commission, the Federal 
commission is ordered by the act to 
keep its hands off the local rates and 
that prohibition upon the Federal com- 
mission .applies even to those cases 
where the energy locally distributed is 
the subject of interstate commerce. 


And again he said : 


I think it appropriate to say that a 
still further assurance that the new act 
will be interpreted and administered in 
harmony with this principle of codp- 


634 





1é Con- 
to any 
slation 
eT Vice 


tion to 
Power 
Act of 
They 
assur- 
y had 
ate in 


1 As- 
ilities 
sixty 
Fed- 
deral 
State 


pro- 
gula- 
the 
r in- 
ustry 
f the 
The 
only 
y to 
itrol 
rula- 
rides 
Fed- 
the 
the 
ates 
the 
pon 
eral 
t to 
and 
ym- 
ses 
d is 


APPENDIX 


eration with the states may be found 
in the well-known attitude and philos- 
ophy of the individual members of the 
Federal Power Commission. Two of 
its present commissioners served for 
years as chairmen of state utility com- 
missions, while a third member served 


the assurance today of the commission 
itself of how it feels about the law, but 
you have the assurance of its general 
counsel that that position is absolutely 
correct. 


This principle of the Federal Power 


with the New York Power Authority. Act was not to remain inviolate for long, 
And those commissioners who did not however. The case of Jersey Central 
come to their present Federal task Power & Light Co. v. Federal Power 
from the atmosphere of the state com- Commission, decided in 1943 (63 S Ct 
mission came to us from that section 953),* tells part of the story, and the 
of the nation south of the Mason and_ end is not in sight. 


Dixon line which, steeped in the tradi- 


The Federal Power Commission in 


tions of the rights of the states, has that case held that the Jersey Central 
never been known to tolerate without Company, which did no interstate busi- 
protest any encroachment upon them. ness whatsoever, was nevertheless sub- 
It may be safely said, therefore, that ject to the jurisdiction of the commission 
the philosophy and views of those en- solely because it exchanged power with 
trusted with the administration of the another New Jersey company, so that 
new statute will be reflected in its ad- some of the energy generated by the Jer- 
ministration ; therefore, the clear intent sey Central sometimes came to be con- 
of Title II of the Utility Act to make sumed in New York. This finding was 
secure and not impair the regulatory made in spite of the fact that all of the 
power of the states over their public activities involved were subject to New 
utilities will be faithfully fulfilled. Jersey law. 


TATE commissions were given a fur- 
ther assurance a year later that the 


HE decision of the majority of the 
Supreme Court sustained the com- 


principle they espoused had been pre- mission. However, the Chief Justice and 
served. Mr. Justice Roberts and Mr. Justice 
In 1936, speaking before the annual Frankfurter, dissenting, said: 


convention of the National Association 
of Railroad and Utilities Commissioners, 
the general solicitor of the Federal Pow- 
er Commission stated : 


Congress undertook to do two 
things, as I understand it, in the Fed- 
eral Power Act; that is, Title II of the 
Public Utility Act of 1935. One was to 
give the Federal Power Commission 
a control over electric energy in inter- 
state commerce which, by reason of our 
constitutional system, is beyond the 
legal control of the states, and to do so 
as a means of strengthening state reg- 
ulation in that particular. 

It is my own opinion . . . that the 
purpose of this act, the cornerstone of 
this act, has been not to supplant or 
displace, but rather to strengthen and 
supplement the regulatory power of 
the states; so that you not only have 
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The nature of Jersey Central’s deal- 
ing with Public Service certainly does 
not fairly fall within the scope of the 
statutory description of the “business” 
of transmitting and selling electric en- 
ergy in interstate commerce. But, out 
of abundance of caution, Congress add- 
ed that the Federal regulation should 
extend only “to those matters which 
are not subject to regulation by the 
states.” Language could not be 
plainer, nor more clearly exclude the 
present case. Congress desired to fill 
the gap left by the inability of the states 
to regulate certain forms of interstate 
transmission and sale. Congress made 
clear that it intended to go no further. 
The opinion of the court ignores this 
fundamental declaration of purpose 
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and policy . . . This I think is not a 
fair construction. 


Now, what was the fate of the Natural 
Gas Act? 

From its “conclusion” in Re Colum- 
bian Fuel Corporation (Federal Power 
Commission Opinion No. 48, Docket G- 
143), decided June 29, 1940 (reported in 
35 PUR NS 3, page 9), it would appear 
that the commission at that time was of 
the opinion that this principle had been 
preserved by the Natural Gas Act. I 
quote from its “conclusion” : 


There is no need to pass upon the 
question whether the language of the 
act may not be open to perfectly rea- 
sonable differences of interpretation as 
to the limits of the commission’s juris- 
diction. Clearly, Congress thought it 
was closing the gap in regulation of 
the natural gas industry by providing 
Federal Power Commission regulation 
of companies whose main function was 
to transport natural gas through inter- 
state pipelines and sell gas so trans- 


ported at city gates for resale to ulti- 
mate consumers. 


HE conclusion which the Federal 
Power Commission reached in the 
Columbian Case was thereafter supported 
by repeated declarations by itself and 
the courts that “Congress meant to create 
a comprehensive scheme of regulation 
which would be complementary in its 
operation to that of the states, without 
any confusion of functions”; and that 
“the bill was designed to take no author- 
ity from state commissions and was so 
drawn as to complement and in no man- 
ner usurp state regulatory authority.” 
But, again, the Federal Power Com- 
mission reversed its course and did vio- 
lence to a principle which it had held 
Congress enacted into the Natural Gas 
Act; its action was upheld by a 5-to-2 
decision of the United States Supreme 
Court in the East Ohio Case (Federal 
Power Commission v. East Ohio Gas 
Co.) decided January 9, 1950.° 
A clear understanding of the impact 


® (1950) 338 US 464, 82 PUR NS 1. 
OCT. 26, 1950 


of the East Ohio Case upon state regula- 
tion requires an analysis of the claim 
which the Federal Power Commission 
made in that case. It asserted in its brief 
in the court of appeals (District of Co- 
lumbia, Case No. 9741 at page 17) :? 


In this case, the commission’s juris- 
diction is based upon the fact petition- 
er is transporting gas in interstate com- 
merce, and such transportation . . . is 
essentially national in character and 
thus beyond the power of the 
states. ... 

Beyond the point where petitioner’s 
transmission lines connect with its 
“local systems” . . . that is, the town- 
border stations . . . jurisdiction clearly 
rests with the state. But petitioner’s 
transportation up to that point is in- 
terstate commerce national in charac- 
ter. As such, it is without the regula- 
tory jurisdiction of the state. 


te Supreme Court apparently up- 
held the commission’s contention in 
its entirety. Justice Black said: 


. .. what Congress must have meant 
by “facilities” for “local distribution” 
was equipment for distributing gas 
among consumers within a particular 
local community, not the high-pressure 
pipelines transporting the gas to the 
local mains. For in decisions prior to 
enactment of the statute this Court had 
sharply distinguished between the 
two: It had made it clear that the na- 
tional commerce power alone covered 
the high-pressure trunk lines to the 
point where pressure was reduced and 
the gas entered the local mains, while 
the state alone could regulate the gas 
after it entered those mains. . . . 

In a series of cases repeatedly called 
to the attention of the Hones commit- 
tee, this Court had declared that states 
could regulate interstate gas only after 
it was reduced in pressure and entered 
a local distribution system. . . . Under 
these decisions state regulatory power 
could not reach high-pressure trunk 
lines and sales for resale. This was the 
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“gap” which Congress intended to 
close. It therefore acted under the Fed- 
eral commerce power to regulate what 
these decisions had indicated that the 
states could not. 


Ta repudiation of this principle by 
the Federal Power Commission and 
the Supreme Court, over the protests of 
over forty state commissions, will ob- 
viously result in duplication of regula- 
tion, in confusion and uncertainty in 
regulation, and ineffective, or perhaps no 
regulation, of certain activities of the 
natural gas industry. 

I believe that what I have asserted can 
be demonstrated by a discussion of the 
problem of regulation of the East Ohio 
Gas Company by both the Federal Power 
Commission under the Natural Gas Act, 
and the Ohio Public Utilities Commis- 
sion under the Ohio Public Utilities Act, 
and the law of the East Ohio Case. 

Out of the facts the law arises. What 
are the facts with respect to East Ohio 
and to its regulation ? 

Briefly, the company is an Ohio cor- 
poration and for a half-century has been 
engaged in the local distribution and di- 
rect sale of natural gas to Ohio consum- 
ers. It serves over a half-million consum- 
ers in 69 Ohio municipalities, including 
the cities of Cleveland, Akron, Massillon, 
and Youngstown. In each of these mu- 
nicipalities it has a local franchise and 
sells direct to domestic, commercial, and 
industrial consumers under rates fixed 
either by local ordinance or approved by 
the public utilities commission of Ohio. 
It sells no gas to distributing companies 
for resale, transports no gas for hire, sells 
to no industrial consumers except 
through local distribution lines, and it is 
conceded that it has no rates or services 
for others subject to Federal Power 
Commission jurisdiction. Three-fourths 
of its supply comes from sources outside 
the state of Ohio, which it receives from 
interstate pipelines and for which rates 
are fixed by the Federal Power Commis- 
sion. High-pressure lines belonging to 
East Ohio transmit the gas to its city 
plants from points of delivery by the pipe- 
line companies. 


HE company has been subject to reg- 

ulation by the Ohio commission 
since the adoption of the Ohio Public 
Utilities Act in 1911. Every phase of the 
company’s activity, rates, financing, ac- 
counting, and all other matters are the 
subjects of regulation under the Ohio 
statutes. As of today there have been 
over 250 formal regulatory proceedings 
before the commission involving the 
company. 

The people of the state of Ohio have 
seen fit to reserve certain powers to their 
local municipal governments through 
their state Constitution. Among these is 
the power of the municipalities to fix and 
determine the rates which certain utili- 
ties, including natural gas companies, 
may charge for services rendered to the 
residents of the municipalities, and to 
prescribe such rates by ordinance. The 
municipalities have the further power to 
enter into contracts with respect to such 
rates and services. If a natural gas com- 
pany is unable or unwilling to accept the 
terms of a rate-fixing ordinance, it may 
appeal to the public utilities commission 
whose duty it then becomes, first, to de- 
termine the reasonableness of the ordi- 
ance, and if it is found to be reasonable 
the matter is at an end, subject to judicial 
review. However, if the ordinance is 
found to be unreasonable, the commis- 
sion’s duty is to fix and determine just 
and reasonable rates and to order such 
rates to be substituted for the ordinance 
rates. 


ow with respect to East Ohio, it has 
local franchises with some 69 mu- 
nicipalities, and with most, if not all of 
such municipalities, has entered into con- 
tracts with respect to rates and services. 
In any determination by the Ohio com- 
mission of just and reasonable rates it is 
obviously necessary to determine, among 
other things, the cost of gas purchased or 
produced, and in cases such as East Ohio, 
to determine the cost of transportation of 
the gas from the point of purchase or 
production to the point of contact with 
the distribution system of a municipality 
—the city gate. On the facts of East 
Ohio, this would involve an appropriate 
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allocation of the transmission costs 
among all of the municipalities it serves. 
Historically, the Ohio commission has 
made just such an allocation. Neces- 
sarily, the commission has always con- 
sidered that for all regulatory purposes 
the pipelines of East Ohio, beginning at 
the point of contact with the interstate 
pipelines, were subject to Ohio jurisdic- 
tion — especially so for rate-making 
purposes. 

We are now confronted in all regula- 
tory functions with the proposition of 
constitutional law: 


... that the national commerce power 
alone covers the high-pressure trunk 
lines (of East Ohio) to the point 
where pressure is reduced and the gas 
enters the company’s local mains, 
while the state alone can regulate the 
gas after it has entered those mains, 
coupled with the fact that in many in- 
stances the so-called high-pressure 
lines run directly into the heart of mu- 
nicipalities and communities at vary- 
ing points. 

Imagination is not required to under- 

stand our confusion! 


O* the assumption that the law now 
is that “the national power alone” 
covers East Ohio’s high-pressure pipe- 
lines, does it not logically follow that 
only Congress could regulate the use of 
those lines? And if it was upon this prin- 
ciple that East Ohio was declared to be 
a “natural gas company,” and therefore 
subject to regulation by the Federal Pow- 
er Commission with respect to this inter- 
state activity, does it not also follow that 
only the Federal Power Commission has 
jurisdiction to make this important and 
essential cost determination? But, it is 
conceded by the Federal Power Commis- 
sion that it has no power to fix a rate 
for this transportation. The only 
authority the Federal Power Commis- 
sion asserts, is that it has some powers 
— § 5(b) of the act which provides 
that 


The commission upon its own mo- 
tion, or upon the request of any state 
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commission, whenever it can do so 
without prejudice to the efficient and 
proper conduct of its affairs, may in- 
vestigate and determine the cost of 
the . . . transportation of natural gas 
by a natural gas company in cases 
where the commission has no authority 
to establish a rate governing the 
transportation or sale of such natural 


gas. 


It will be observed that this section is 
not mandatory, and confers no regulatory 
powers. Assume, therefore, that in an 
Ohio rate case, upon the request of the 
Ohio commission, the Federal Power 
Commission concluded that it could make 
an investigation and determination of 
cost of this transportation of East Ohio’s 
gas, all of which takes place in Ohio, and 
could do so “without prejudice to the 
efficient and proper conduct of its af- 
fairs.” What regulatory questions might 
arise ? 

1. Would the Ohio commission, in ad- 
dition to being a supplicant, also be a 
complainant in the Federal Power Com- 
mission proceedings ? 

2. Would East Ohio be given an op- 
portunity, or be required, to participate 
in the cost determination proceeding ? 

3. Would the city of Cleveland and 
the other 68 Ohio municipalities become 
parties to the proceeding? 

4. Would the finding of the Federal 
Power Commission as to cost be subject 
to judicial review ? 


N Federal Power Commission v. Hope 

Natural Gas Co. (320 US 591, 619, 
1944)® the Supreme Court in its discus- 
sion of findings of the Federal Power 
Commission respecting the lawfulness of 
findings of the Federal Power Commis- 
sion regarding the lawfulness of past 
rates charged by Hope to East Ohio, 
said: 


The commission has no authority to 
enforce these findings. They are “the 
exercise solely of the functions of in- 
vestigation.” . . . They are only a pre- 
liminary, interim step towards possible 
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future action—action not by the com- 
mission but by wholly independent 
agencies. The outcome of those pro- 
ceedings may turn on factors other 
than these findings. These findings 
may never result in the respondent 
feeling the pinch of administrative ac- 
tion. 


If judicial review is not provided for, 
what is the significance of the determina- 
tion? 

5. Would the Ohio commission be re- 
quired to adopt the Federal Power Com- 
mission’s findings as to cost under such 
circumstances ? 

6. Would it be necessary each time 
that the Ohio commission is required to 
fix rates for any one of the 69 munici- 
palities or for any of the service areas 
East Ohio serves, that the Federal Power 
Commission be requested, at its con- 
venience, to determine the costs of gas 
transportation to each of the 69 munici- 
palities which East Ohio serves, both for 
the gas it purchases, and also for the gas 
it produces within Ohio? About 25 per 
cent of the gas which East Ohio sells is 
produced in Ohio and _ transported 
through its high-pressure lines. 

7. Would the Federal Power Commis- 
sion determine such costs in the same 
manner as other costs are required by 
law to be determined by the Ohio com- 
mission ? 


HESE are but a few of the questions 

that may arise —and they are not 
facetious. I do not presume to answer 
them. I pose the further question: Do 
they not suggest a reasonable doubt that 
the Natural Gas Act as administratively, 
and now judicially interpreted and ap- 
plied, will “complement and in no man- 
ner usurp state regulatory authority” and 
“create a comprehensive scheme of reg- 
ulation . . . without any confusion of 
functions” ? 

Is there validity to the claim of some, 
that a gap has been made in effective rate 
regulation—a gap as broad as the “stub- 
line” ? 

Where has this declaration of exclu- 
sive national power and interpretation of 


the Natural Gas Act led the Federal 
Power Commission? 

It has, for example, required the com- 
mission to declare a small family part- 
nership in the state of Pennsylvania to 
be a “natural gas company” subject to 
its jurisdiction because the partnership 
sought permission to construct a 3-inch 
and 34-inch pipeline from its distribu- 
tion facilities in Pennsylvania about 4,- 
400 feet to connect with a 12-inch pipe- 
line of the Hope Natural Gas Company 
at a point in West Virginia. This part- 
nership, the Mount Morris Gas Com- 
pany, at the time it sought the authority, 
had total annual revenues of less than 
$12,000 and served about 246 residential 
consumers in the community of Mount 
Morris, Pennsylvania, which had a popu- 
lation of about 432. Are the activities of 
the Mount Morris Gas Company of 
national concern ? 

Is there any wonder that the principle 
pronounced in the East Ohio Case had 
acquired the appellation—“the stub-line” 
theory? 


ee theory has led the commission 
into a situation where within the 
past twelve months there were pending 
before it, 43 cases involving gas com- 
panies whose gas transportation was 
wholly within a single state. 

Its application by the majority of the 
Federal Power Commission in the Con- 
solidated Edison Case (FPC Opinion 
No. 181)® decided while the East Ohio 
Case was pending in the Supreme Court, 
resulted in the dissent of Commissioner 
Claude L. Draper in which he said: 


. . . Even though this same jurisdic- 
tional question is now in litigation be- 
fore the Supreme Court of the United 
States, I would rather, if necessary, 
seem logically inconsistent, which I 
do not think is the result of my posi- 
tion, than to ride this theory of juris- 
diction into the heart of New York 


city. 
Whatever may be one’s views as to 
state versus Federal control, is it not now 
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urgent that to the extent we are permit- 
ted under recent Supreme Court deci- 
sions, we should attempt by amendatory 
legislation, to bring order out of confu- 
sion, eliminate duplication, and provide 
an orderly scheme of regulation—Federal 
and state? 

Such is the policy and the objective 
of the state regulatory commissions act- 
ing through the National Association of 
Railroad and Utilities Commissioners. 
There are now pending in Congress bills 
to accomplish this purpose. I submit that 
every citizen should give earnest consid- 
eration to these measures and urge their 
adoption. This matter has gone far 
beyond the interests of state and Federal 
commissions alone. 


N the floor of the Senate on April 

24, 1947, in support of a bill “to im- 
prove the administration of justice and 
reduce expenditures by eliminating over- 
lapping functions of Federal agencies, 
preserving state and local jurisdiction, 
utilizing existing judicial remedies, and 
forbidding unnecessary proceedings,” 
Senator Pat McCarran of Nevada, de- 
clared : 


The elimination of unnecessary 
functions is a first step in any reason- 
able program of governmental re- 
habilitation. Surely duplications can 
be eliminated. Surely state and local 
governments should not be unneces- 
sarily and silently superseded in the 
things they do well enough. Surely 
repetitious Federal functions can be 
eliminated. 

It is not merely a matter of economy 
and efficiency, but of justice and sur- 
vival. Duplications, repetitions, and 
conflicts between state and Federal 
authority result in frustrations, in- 
justices, and confusions which reduce 
our potential as a nation. If two or 
three governmental agencies are bent 
on the same task under similar statutes 
and for similar purposes, a train 
of undesirable consequences ensues. 
When we augment Federal authorities 
and thereby unwittingly deprive state 
and local governments of their func- 
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tions, the consequences are even 
deeper. And when we do things twice 
where once should suffice, we have 
entered the realm of the inexplicable. 

It is perfectly plain that our national 
government needs a new audit of its 
functions, and we are the constitutional 
auditors. I suggest that such an audit 
start with a legislative proposal to 
eliminate duplications, restore or pre- 
serve useful state functions, and do 
away with senseless repetitions. Let 
these things be proposed, and then let 
us hear those who object and those 
who wish us to go even farther. Cities 
and states should be heard, as well as 
others. Let us build up a record and 
turn our minds to the most serious 
problem which confronts the Republic. 


F we are to maintain our heritage of a 

free and competitive economic system 
we must make sure that regulation of 
public utilities be certain, effective, and 
fair . . . that it maintain a fair balance 
among the consumer, investor, and com- 
munity interests. This cannot be done if 
public utilities are caught between the 
conflicting claims of Federal and state 
regulatory agencies. Neither can it be 
done if unnecessary and undesirable 
duplication of regulatory controls are at- 
tempted to be applied. Despite what the 
“planner” may contend, the “last word” 
in public utility regulation has neither 
been said nor written. If progress in the 
field of regulation is to be made, experi- 
mentation must be encouraged, and 
initiative stimulated. Our Federal frame- 
work of government in the past has af- 
forded the widest opportunity for such 
experimentation and the exercise of 
initiative. 

Why? 

Mr. Justice Jackson in his dissenting 
opinion in the East Ohio Case wisely 
observed : 


Congress may well have believed 
that diversity of experimentation in 
the field of regulation has values 
which centralization and uniformity 
destroy. As Mr. Justice Brandeis said, 
“It is one of the happy incidents of 
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the Federal system that a single 
courageous state may, if its citizens 
choose, serve as a laboratory; and try 
novel social and economic experiments 
without risk to the rest of the country.” 
. . . Long before the Federal govern- 
ment could be stirred to regulate utili- 
ties, courageous states took the 
initiative and almost the whole body 
of utility practice has resulted from 
their experiences. . . . Out of their di- 
versity of practice and experience 
emerge pragmatic tests. . . . It must 
be remembered that closer than any 
Federal agency to those they regulate 
and to their customers are the state 
authorities, whose mechanisms are less 
cumbersome and whose principles can 
much more quickly be adjusted to the 
changing times. 

We should not utilize the centraliz- 
ing powers of the Federal judiciary to 
destroy diversities between states 
which Congress has been scrupulous 
to protect. If now and then some state 
does not regulate its utilities according 
to the Federal standard, it may be a 
small price to pay for preserving the 
state initiative which gave us utilities 
regulation far in advance of Federal 
initiative. 


CONCLUDE with these words of Charles 

Warren found in his book, Congress, 

the Constitution, and the Supreme 
Court: 

“What were the chief principles of the 
Constitution ? 

“First, there is the division of the 
government into three branches—the 
executive, the legislative, and the judi- 
cial, each to remain independent of the 
other. 

“Second, the plan of representative 
government election, by the people or ‘the 
freeman,’ of their representatives to their 
legislative body to act for the people, in- 
stead of direct action by the people. 

“Third, the principle of local self-gov- 
ernment. That was a genuinely American 


principle. A government by themselves, 
and not by a central and distant Parlia- 
ment in England, had been struggled for 
by the colonies for one hundred and fifty 
years, and its denial had been a funda- 
mental cause of the Revolution. Asser- 
tion of it as an American right was found 
in the state constitutions of Massachu- 
setts and New Hampshire, and more 
specifically in that of Maryland, which 
provided ‘that the people of this state 
ought to have the sole and exclusive right 
of regulating the internal government and 
police thereof,’ and in that of Pennsyl- 
vania ‘that the people of this state have 
the sole, exclusive, and inherent right of 
governing and regulating the internal 
police of the same.’ The preservation to 
the people of each state of this inherent 
right of regulating ‘the internal govern- 
ment and police thereof’ was, to the 
framers of the Constitution, of equal im- 
portance with the establishment of the 
national government. It was with knowl- 
edge of the specific provisions of the 
state constitutions as to matters of an 
internal nature, that the framers with- 
held from the new Federal government 
control over such matters as could be 
adequately dealt with by the separate 
states. The framers knew from experi- 
ence, and they intended to preserve the 
principle, that a local government is a 
responsible government—a government 
which can never long be conducted in 
defiance of the opinions, desires, or 
prejudices of the governed; they knew 
that a distant and centralized government 
had been and could be conducted other- 
wise; and they were not inclined to au- 
thorize such a central government to 
interfere with or administer their local 
affairs, unless absolutely necessary for 
the safety, welfare, and permanence of 
the nation as a nation.” 

I respectfully submit that legislation 
and administrative conduct, which ad- 
here to this cardinal principle, will 
delineate properly the spheres of state 
and Federal regulation. 





_ Eprror’s Note: Part II of the foregoing Appendix will be published in the next 
tissue of Pustic Utititres FortNnicGHt ty, which will be out November 9th. 
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ILLINOIS COMMERCE COMMISSION 


Re Peoples Gas Light & Coke 
Company 


No. 37859 
August 16, 1950 


PPLICATION for authority to increase rates for gas sold in 
d \ large volumes for industrial or commercial use on an in- 
terruptible or off-peak basis; rate increase authorized. 


Discrimination, § 109 — Gas rates — Interruptible and off-peak customers. 
1. Rates for interruptible and off-peak gas service were considered dis- 
criminatory where they did not bear a reasonable share of the total cost of 
such service, p. 38. 


Rates, § 381 — Gas rates — Off-peak service — Cost of competitive fuels. 
2. Gas rates for off-peak and interruptible customers should not be higher 
than the comparable cost of alternative fuels, since such customers must 
maintain standby equipment for conversion to other fuels and would not 
continue to purchase gas on that basis if gas rates were set at a level where 
it would be economically advantageous to use other fuels, p. 41. 


Discrimination, § 109 — Gas rates — Differential between processing and boiler 
fuel customers. 

3. A gas rate schedule providing higher rates to processing customers than 
to boiler fuel customers, and providing under the rate differential that in 
the event of curtailment of service, the interruptible customers using gas 
for boiler fuel would be subject to shut-off before the interruptible customers 
using gas for processing, was not considered discriminatory where the 
establishment of a priority of shut-off in favor of processing customers was 
necessary to enable the company to operate in compliance with the provisions 
of the tariff of a pipeline company furnishing the gas supply and at the 
same time to obtain a maximum supply of gas for its customers, p. 43. 


* 


By the Commission: The Peoples being duly authorized so to do under 


its charter. 


Gas Light and Coke Company (Com- 
pany) is a corporation duly organized 
and existing under and by virtue of the 
laws of the state of Illinois, with its 
principal office in the city of Chicago, 
county of Cook, state of Illinois. It 
is engaged in the business of manufac- 
turing, purchasing, distributing, and 
‘lling gas within the city of Chicago, 


[3] 


It is a public utility with- 
in the meaning of § 10 of the Illinois 
Public Utilities Act. 

On October 5, 1949, the Company 
filed with the Commission Third Re- 
vised Sheet No. 7, Second Revised 
Sheet No. 8, First Revised Sheet No. 
9, Third Revised Sheet No. 10, First 
Revised Sheet No. 11, Second Revised 
&% PUR NS 
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Sheet No. 12, First Revised Sheet No. 
13, and First Revised Sheet No. 15 
of its Rate Schedule Ill. C. C. No. 21 
in which it proposed certain revisions 
in its rates, charges, and conditions 
of service which, among other things, 
would result in increased rates for gas 
sold in large volumes for industrial or 
commercial use on an interruptible or 
off-peak basis and for gas sold for gas 
motor service, to take effect November 
16, 1949, except that those relating to 
Service Classification No. 12, “Large 
Volume Interruptible Boiler Fuel 
Service,” and those relating to Service 
Classification No. 13, “Large Volume 
Interruptible Processing Service,” 
were to take effect November 4, 1949. 

Pursuant to notice as required by 
law and by the rules and regulations 
of the Commission, the matter was 
set for hearing before a duly author- 
ized examiner in the Commission’s 
Chicago offices on October 25, 1949. 
At that hearing the Company offered 
evidence in support of the proposed 
revisions in rates, charges, and condi- 
tions of service. The city of Chicago 
(City) appeared specially and certain 
off-peak and interruptible customers 
of the Company were represented by 
counsel at the initial hearing. These 
and certain other off-peak and inter- 
ruptible customers filed motions for 
leave to intervene which were subse- 
quently granted. Thereafter these cus- 
tomers filed intervening petitions ob- 
jecting to some or all of the proposed 
revisions and offered evidence in sup- 
port thereof. 

On October 25, 1949, the Commis- 
sion suspended the proposed rates un- 
til March 4, 1950, and on February 
28, 1950, resuspended the proposed 
rates until September 4, 1950. 
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On January 11, 1950, the City pre. 
sented a written motion for leave to 
file an intervening petition in the pro- 
ceeding. In that petition the City 
took the position that (a) both the 
existing rates and charges of the Com. 
pany and the rates and charges pro- 
posed are unjust, unreasonable, and 
discriminatory to the customers of the 
Company who purchase gas for gen- 
eral and residential uses, for commer- 
cial and industrial space-heating, for 
other heating operations and for pub- 
lic street lighting purposes, and are 
preferential to customers purchasing 
gas in off-peak demand periods and on 
an interruptible basis; (b) to the ex- 
tent that any gas is available for sale 
after the Company has supplied all re- 
quirements of its customers for resi- 
dential and domestic use, and the re- 
quirements of other firm demand cus- 
tomers in the service classifications 
approved by the Commission, such gas 
should be regarded as a surplus com- 
modity and should be sold at its fair 
value on a competitive basis with oth- 
er fuels available for purchasers’ uses, 
and the revenue from such sales should 
be applied to a reduction in the rates 
and charges for gas sold on a firm de- 
mand basis; (c) the rates and charges 
for various classes of service now in 
effect, if continued, and the rates and 
charges proposed by the Company in 
said revised sheets, if made effective, 
would be unjustly discriminatory; 
and (d) the rates and charges now in 
effect as to customers in Service Clas- 
sifications Nos. 1, 2, 3, and 6 are ex- 
cessive, unjust, and unreasonable. 
The City requested a hearing and in- 
vestigation by the Commission to the 
end that just and reasonable nondis- 
criminatory rates for all classes of gas 
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service might be fixed or established 
by order of the Commission. 

On Maneh 16, 1950, the Commis- 
sion denied the City’s intervening peti- 
tion without prejudice to its right to 
remain a party to this proceeding. On 
the same day the Commission entered 
a citation order against the Company, 
Docket No. 38244, to provide for a 
general investigation of the entire rate 
structure of the Company in order to 
determine whether the existing classi- 
fications of the present rate schedule 
should be revised and whether the ex- 
isting charges for each class of serv- 
ice are just and reasonable or should 
be increased, decreased, or otherwise 
modified to the end that all of the 
rates of the Company might be just, 
reasonable, and nondiscriminatory. 


Therms taken in any one month 


For the first 100 therms or less 


Pee Gt BE Be I hb elvbescaccecdcsescecc 


For the next 9,700 therms 
For the next 65,000 therms 
For all over 75,000 therms 


The rates now in effect for Service 
Classifications Nos. 7, 9, 10, and 11 
are as follows: 
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That proceeding is now pending and 
the Company is now scheduled to be- 
gin presentation of data on October 
16, 1950. 

Hearings in the instant proceeding 
were held before a duly authorized ex- 
aminer on various days between Octo- 
ber 25, 1949, and June 29, 1950, when 
the case was marked “Heard and 
Taken” and the Commission heard 
final oral arguments. 

The revised sheets filed herein pro- 
vide, among other things, that exist- 
ing Service Classifications Nos. 7, 9, 
10, and 11 relating to off-peak serv- 
ice shall be combined in a new Service 
Classification No. 7. The proposed 
rates under the new Service Classifica- 
tion No. 7 are as follows: 


per therm 
4.0 cents per therm 
2.6 cents per therm 
per therm 


Service Classification No. 7 


For the first 1,000 therms 
For the next 4,000 therms 
For the next 5,000 therms 
For all over 10,000 therms 


For the first 130 therms or less 
For the next 130 therms 
For the next 9,740 therms 


For all over 75,000 therms 
For the first 25,000 therms 
For the next 25,000 therms 


For the next 100,000 therms 
For all over 200,000 therms 


For the first 100,000 therms ...............000- 


For all over 100,000 therms 


ee eee ee 


Tee eee eee eee eee eee ee eee eee eee ee ee 
ee 


eee eee ee eee eee eee eee) 
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For the next 65,000 therms ...............e0e0. 


ee ee 
eee ee eee eee eee 


eee eee ee eee eee eee eee eee 
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For the next 50,000 therms .............eee00- 


Tere eee eee eee eee eee eee 
eee ee ee ee 
eee eee eee ewww eee 
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7.0 cents 
5.0 cents 
4.0 cents 
3.0 cents 


per therm 
per therm 
per therm 
per therm 


per therm 
3.0 cents per therm 
2.0 cents per therm 
per therm 


3.0 cents per therm 
2.5 cents per therm 
2.25 cents per therm 
2.0 cents per therm 
1.8 cents per therm 


2.4 cents per therm 
2.1 cents per therm 
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The proposed changes in rates for 
Service Classifications Nos. 12 and 13 
relating to interruptible service are as 
follows: 


Service Classification No. 12 
Present Rates 
12.5 cents per million Btu 
16 cents per million Btu 
19 cents per million Btu 
Proposed Rates 


17.5 cents per million Btu 
21 ~cents per million Btu 
23 cents per million Btu 


Service Classification No. 13 


Present Rates 
19 cents per million Btu 


Proposed Rates 
24 cents per million Btu 


The proposed changes in Service 
Classification No. 8 relating to gas 
motor service are as follows: 


For gas taken during the months of January, 
February, March, November and Decem- 


ber: 


Present Rate 
12 cents per therm 


Proposed Rate 
16 cents per therm 


For gas taken during the months of April and 
October : 


Present Rate 
4.25 cents per therm 


Proposed Rate 
5.5 cents per therm 


For gas taken during the months of May, June, 
July, August and September : 


Therms taken in any one month 
Present Rate 


For the first 1,500 therms 
All over 


3.0 cents per therm 
1,500 therms 2.25 cents per therm 


Proposed Rate 
For the first 1,500 therms 


4 cents per therm 
All over 1,500 therms 


3 cents per therm 


Evidence was introduced by the 
Company and by the intervening in- 
terruptible and off-peak customers on 
the question of the fair value of the 
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Company’s property used and useful in 
the public service and the over-all re. 
turn realized by the Company on such 
value. Early in the proceedings the 
Company estimated its rate of return 
for 1949 would be 5.14 per cent, com- 
puted on the rate base fixed by this 
Commission in its order of May 21, 
1937, in Docket No. 24792, 19 PUR 
NS 177, after adjustment for additions 
and retirements of property between 
March 15, 1937, and December 31, 
1948. When actual figures for net 
earnings for 1949 later became avail- 
able the rate of return for 1949 was 
shown by the Company to be 5.43 per 
cent. The Company estimated that its 
rate of return would be 4.81 per cent 
for the year 1950 and 4.66 per cent 
for the year 1951 on the same base, 
assuming continuance of all present 
rates including those for interruptible, 
off-peak, and gas motor customers. 

The interruptible and off-peak in- 
tervenors contended that the rate base 
used by the Company in computing its 
rate of return for the years 1949, 1950, 
and 1951 was too high. They also 
contended that the figures shown by 
the Company as net earnings for those 
years were too low on the ground that 
the Company had made improper es- 
timates of both revenues and expenses. 
These intervenors contended that if 
the Company’s rate base and net earn- 
ings under present rates were properly 
computed, the rates of return for 1949 
and 1950 on a net original cost rate 
base would be 6.72 per cent and 6.58 
per cent, respectively. 

The evidence presented here, taken 
as a whole, does not warrant the con- 
clusion that the increase in gas rates 
proposed by the Company is necessary 
in order to assure a fair return on the 
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fair value of the Company’s used and 
useful property. Indeed, in the latter 
stages of the proceeding the Company 
did not seriously seek to justify the 
proposed rate increases on that ground 
but, rather, urged that the Commis- 
sion should approve the proposed in- 
creases irrespective of the Company’s 
over-all return. 


The reasonableness of the Com- 
pany’s over-all utility earnings is pres- 
ently the subject of investigation by 
this Commission in Docket No. 38244. 
It is therefore unnecessary for the 
Commission at this time to make a 
determination of the earnings of the 
Company or the value of its property 
for rate-making purposes. 


This proposed increase in rates for 
particular classes of customers, how- 
ever, presents the Commission with the 
question of their reasonableness when 
considered in light of rates present- 
ly in force for all other classes of cus- 
tomers. 


Under present rates the customers of 
the Company fall into four groups, 
(1) general customers (which in turn 
are divided into six sub-groups), (2) 
off-peak customers, (3) interruptible 
industrial customers, and (4) gas 
motor customers. General customers 
are entitled to receive gas on a year- 
around basis on block rates varying 
among the sub-groups. Off-peak cus- 
tomers receive service only during cer- 
tain designated periods in the year. 
Service to interruptible customers may 
be cut off by the Company at any time 
on notice of thirty minutes to boiler 
fuel customers (Service Classification 
No. 12), and two hours to processing 
customers (Service Classification No. 
13). The designation of the gas 
motor group is self-explanatory and, 
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as is set out above, its rates vary sea- 
sonally. 

As of December 31, 1949, there 
were approximately 927,000 general 
customers. As of June 30, 1949, 
there were 504 off-peak customers, 8 
interruptible customers, and 19 gas 
motor customers. In 1949 the gen- 
eral customers purchased 516,822,028 
therms of gas, the off-peak customers, 
96,113,135 therms, the interruptible 
customers, 214,874,859 therms, and 
the gas motor customers, 134,438 
therms. 

The average price per therm paid in 
the year 1949 for gas service in the 
various classifications was: 


1-—-General customers ; 
Residential, without space-heating 12.67¢ 


Residential, with space-heating .. 7.84¢ 
CHRRINOINE 5 555 cen cdicescccebs 8.87¢ 
Fives teeth o.oo 5.0ccsicescees 5.85¢ 
Commercial and industrial space- 
ee Or Serr re 7.57¢ 
Public street lighting ........... 6.89¢ 
Average price paid by all general 
CUI oo. cisiacccecs scans .13¢ 
2—Off-peak customers ...........00- 2.19¢ 
3—Interruptible industrial customers.. 1.774¢ 
4—Gas motor customers ............. 6.39¢ 


Thus, the average rate per therm for 
interruptible customers was only 14 
per cent of the average rate for resi- 
dential customers without space heat- 
ing, 22.6 per cent of that for residen- 
tial customers with space heating, 30.3 
per cent of that for firm industrial cus- 
tomers, and 21.8 per cent of that for 
all general customers. The average 
rate for off-peak customers was only 
17.2 per cent of the average rate for 
residential customers without space 
heating, 27.9 per cent of that for resi- 
dential customers with space heating, 
37.4 per cent of that for firm indus- 
trial customers, and 26.9 per cent of 
that for all general customers. 

Section 38 of the Public Utilities 
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Act provides in part: “No public util- 
ity shall, as to rates or other charges, 
services, facilities, or in other respect, 
make or grant any preference or ad- 
vantage to any corporation or person 
or subject any corporation or person to 
any prejudice or disadvantage. No 
public utility shall establish or maintain 
any unreasonable difference as to rates 
or other charges, services, facilities, or 
in any other respect, either as between 
localities or as between classes of serv- 
ea em 

Without explanation these differ- 
ences between the interruptible and off- 
peak rates and those for other classes 
of customers would appear to consti- 
tute a violation of the Public Utilities 
Act. All customers, including off- 
peak and interruptible customers, buy 
substantially the same commodity, i.e., 
natural gas or a mixture of natural and 
artificial gas. The only important dif- 
ference between the two is in thermal 
content, but the foregoing rate com- 
parisons are in terms of rates per therm 
rather than per volumetric unit. The 
Commission, therefore, must deter- 
mine whether these differences in rates 
for a substantially similar commodity 
are unreasonably preferential and ad- 
vantageous to the off-peak and inter- 
ruptible classes of customers, and un- 
reasonably discriminatory against 
some or all of the general customers, 
and whether the proposed rates elim- 
inate any such discrimination. More- 
over, the Commission must make this 
determination now even though the 
question of the reasonableness of all 
the Company’s rates is being investi- 
gated in the pending proceeding in 
Docket No. 38244, since the maximum 
statutory suspension period for investi- 
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gation of the proposed rates expires 
September 4, 1950. 

[1] One factor which warrants 
some variance between the rates to 
interruptible and off-peak custom- 
ers and the rates to general customers 
is the difference in the character of the 
service provided to each group. The 
off-peak customers receive gas only 
during certain months of the year. The 
interruptible customers are subject to 
curtailment of service if serving them 
would increase the demand beyond the 
existing capacity of the Company at 
any given time. Both these classes 
of customers are therefore required to 
maintain standby facilities for conver- 
sion to other types of fuel to assure 
year-around operations. All classes of 
general customers, on the other hand, 
are entitled to uninterrupted gas serv- 
ice throughout the year. 


Only one interruptible intervenor, 
Wilson and Company, offered specific 
testimony as to the number of occa- 
sions on which curtailment of inter- 
ruptible gas service had actually oc- 


curred during recent years. That in- 
tervenor showed that during the 
month of January, 1950, its gas serv- 
ice was cut off completely for two full 
days and curtailed from 50 per cent 
to 75 per cent for about twelve more 
days; that curtailment in February, 
1950, was about the same as in Janu- 
ary; that its gas supply was greater 
in March than in January and Febru- 
ary, and that in April its curtailment 
was somewhat greater than in Janu- 
ary or February. 

The Commission does not believe, 
nor does it understand the interruptible 
and off-peak customers to contend, 
that this difference in character of 
service between such customers and 
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general customers, though entitled to 
some weight, is great enough in itself 
to warrant the great variance that ex- 
ists between the present rates to such 
intervening customers and the rates 
to general customers. The interrup- 
tible and off-peak intervenors relied 
principally on the contention that the 
cost to the Company of providing in- 
terruptible and off-peak gas service is 
substantially less than the cost of pro- 
viding gas service to general custom- 
ers, and that this alleged difference in 
costs requires continuance of the exist- 
ing disparity in rates. 

The interruptible intervenors first 
contended that the net cost incurred by 
the Company for the purchase of the 
214,874,859 therms of gas it received 
from its supplier, Chicago District 
Pipeline Company, on an interruptible 
basis in 1949 was only $550,394, or 
.256 cents per therm. This they com- 
puted by taking $3,063,457, the total 
commodity charge incurred by the 
Company in the purchase of interrup- 
tible gas in 1949, and subtracting 
therefrom $2,513,063, the total net 
credit adjustment allowed to the Com- 
pany by Chicago District Pipeline 
Company in 1949 for all “premium 
gas,” that is, gas nominally allocated 
to the Company but actually taken by 
other distributing companies. 

Provisions covering the allocation 
of interruptible gas to the four dis- 
tributing companies served by Chicago 
District Pipeline Company, a wholly 
owned subsidiary of this Company, are 
set forth in the existing tariffs of that 
company on file with the Federal Pow- 
er Commission, effective October 1, 
1949. These tariffs provide that the 
aggregate amount of gas available for 
sale by Chicago District Pipeline Com- 


39 


pany shall, each day, be nominally al- 
located to each of the four distributing 
companies in proportion to their re- 
spective maximum demand for firm 
service. If the total requirements of 
a distributing company on any day are 
such that it is not in prospect of using 
all of its nominal allocation for that 
day, Chicago District Pipeline Com- 
pany is obligated to deliver such re- 
maining gas to any other distributing 
company whose interruptible service 
deliveries are in prospect of being cur- 
tailed’ on that day. Also, if on any 
day a distributing company is in pros- 
pect of selling interruptible gas for 
boiler fuel when another distributing 
company has insufficient gas under its 
nominal allocation to meet its inter- 
ruptible processing requirements (the 
latter company’s interruptible boiler 
fuel deliveries having been completely 
curtailed), Chicago District Pipeline 
Company is obligated to curtail de- 
liveries for the former company’s in- 
terruptible boiler fuel purposes to the 
extent necessary to supply the inter- 
ruptible processing requirements of the 
latter company. 

Any distributing company which ac- 
quires interruptible gas under this ar- 
rangement from quantities nominally 
allocated to another distributing com- 
pany pays Chicago District Pipeline 
Company for it a “premium” of .9 
cents per therm in addition to the usual 
commodity charge. This “premium” 
received by Chicago District Pipeline 
Company is then credited in effect to 
the distributing company to which such 
gas was nominally allocated. 

It appears that this device was 
adopted to facilitate the adjustment of 
accounts between Chicago District 
Pipeline Company and its customer 
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distributing companies and to achieve 
maximum flexibility in distributing 
gas not required to meet firm demands 
throughout the territory they serve. 

The interruptible and off-peak in- 
tervenors also contended that even if no 
allowance were made for credits for 
“premium” gas, the disparity between 
the existing gas rates for interruptible 
and off-peak customers and the rates 
for general customers is justified by 
reason of the differences in the costs 
incurred by the Company in provid- 
ing service to each of these groups of 
customers. 

The _interruptible —intervenors 
claimed that the cost to the Company 
of providing interruptible service, ex- 
clusive of the cost of the gas itself, 
was only .054 cents per therm in 1949, 
including a 7 per cent return on the in- 
vestment in facilities devoted to inter- 
ruptible service. The off-peak inter- 
venors contended that the cost of serv- 
ice to them, similarly computed, was 
only .16 cents per therm. All these 
intervenors urged that in the face of 
the substantial margins between these 
“costs” and the present rates for in- 
terruptible and off-peak service, an in- 
crease in such rates is unwarranted. 

These figures, however, reflect only 
a portion of even the incremental costs 
of providing service to such customers. 
To use only a portion of such costs as 
a standard to judge the reasonableness 
of the existing rates to these customers 
would be manifestly unfair to the gen- 
eral customers of the Company. 

It was in large part the demand 
created by the general customers in 
areas such as Chicago that originally 
made feasible the construction of the 
facilities used to produce and gather 
the gas from the fields in the southern 
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areas of the United States and the con. 
struction of the pipelines used to 
transport it northward. It is probable 
that the satisfaction of such demand 
in the Chicago area could never have 
been accomplished without the exist. 
ence of the distribution facilities of the 
Company. Thus, had there been no 
such distribution facilities there would 
probably be no natural gas available in 
the Chicago area at all at the present 
time. 

Furthermore, without the continued 
presence of the general customer mar- 
ket the off-peak and interruptible cus- 
tomers would not be able to obtain nat- 
ural gas at prices as low as either the 
existing or proposed off-peak and in- 
terruptible rates. In that event the 
customers now taking gas on an in- 
terruptible or an off-peak basis would 
be able to buy natural gas, if at all, 
only at a price which would reflect the 
entire expense of production, gather- 
ing, transmission, and distribution of 
the gas. 

Since the interruptible and off-peak 
customers are participating in the 
benefits afforded by the availability of 
gas service in Chicago, they must bear 
with the other customers a reasonable 
share of the total costs to the Com- 
pany of providing such service and of 
continuing to furnish it. Under the 
existing rates interruptible and off- 
peak customers do not bear a reason- 
able share of such total costs. Those 
rates are, therefore, discriminatory. 

The Commission must next deter- 
mine whether the proposed rates are 
just, reasonable, and nondiscrimina- 
tory, so far as all customers are con- 
cerned. 

Viewing the proposed rates from the 
interruptible and off-peak customers’ 
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standpoint, it appears that under such 
rates the average cost of gas to in- 
terruptible customers would be 2.267 
cents per therm and the average cost of 
gas to off-peak customers would be 
286 cents per therm, based on the 
1949 levels of purchases. Thus, the 
new average interruptible rate would 
be only 17.9 per cent of the average 
rate for residential customers without 
space heating, 28.9 per cent of that 
for residential customers with space 
heating, 38.7 per cent of that for firm 
industrial customers, and 27.9 per 
cent of that for all general customers. 
The new average off-peak rate would 
be 22.57 per cent, 36.5 per cent, 48.89 
per cent, and 35.18 per cent, respective- 
ly, of those for the other specified 
groups. 

Even after making allowance for the 
fact that the character of the service 
received by interruptible and off-peak 
customers is different from that avail- 
able to general customers, and for the 
fact that it may. directly cost the Com- 
pany less per therm to service the first 
two classes of customers than to serv- 
ice certain of the classes of general 
customers, the vast margin between the 
proposed interruptible and off-peak 
rates and the existing rates for gen- 
eral customers eliminates any question 
as to their reasonableness to, and any 
question as to whether they discrimi- 
nate against, the interruptible and off- 
peak customers. 

In considering the proposed rates 
from the standpoint of the other classes 
of customers served by the Company, 
the Commission must first determine 
whether such rates are high enough to 
meet all costs incurred by the Company 
in rendering interruptible and off- 
peak service which would not be in- 
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curred if the Company did not serve 
such customers at all. There is no 
evidence here to show that they are 
not. 

[2] Secondly, the Commission must 
ascertain that the proposed rates are 
no higher than may be expected to se- 
cure the maximum sale of available 
gas on an interruptible and off-peak 
basis. As has been pointed out, gas 
sold on this basis is gas which the 
present capacity of the Company makes 
available when the firm demands of 
the general customers do not require 
it. Since it is these latter customers 
who bear the bulk of the costs of 
furnishing gas service, it is to their 
benefit for the Company to maximize 
its sales without increasing the peak 
demand. Thus, as the Company’s 
load factor is improved, the average 
cost of gas is reduced. 

This principle has been applied by 
the Commission in the past in instances 
when the relationship between the 
rates to interruptible customers and 
other classes of customers served by 
the Company was brought into issue. 
In Illinois Coal Operators’ Asso. v. 
Peoples Gas Light & Coke Co. (1934) 
Docket No. 22744, 7 PUR NS 403, 
the complainant urged that a rate of 
124 cents per million British thermal 
units offered by the Company to sev- 
eral industrial companies for interrup- 
tible boiler fuel service was unlawful 
in that, among other things, it unduly 
discriminated against customers in the 
demand classes, to whom the price per 
unit was several times that to such 
interruptible boiler fuel customers. In 
dismissing the complaint for want of 
jurisdiction, we said: “In so far as 
the record is concerned, it clearly 
shows that the sale of gas under pres- 
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ent arrangements to the three boiler 
fuel customers results in a net profit 
to the respondent and increases its net 
earnings. Unless the Peoples Com- 
pany is able to sell, and realize a net 
profit therefrom, the excess volume of 
gas which most always exists over and 
above the domestic requirements as a 
result of the fundamental character of 
the utility industry, it must depend 
upon the domestic load to earn a fair 
return. Each dollar of profit earned 
as a result of commercial and industrial 
service decreases by that sum the 
amount of return which must be con- 
tributed by the other customers.” (7 
PUR NS at pp. 417, 418.) 

Since off-peak and _interruptible 
customers must maintain standby 
equipment for conversion to other 
fuels, they would not continue to pur- 
chase gas on that basis if gas rates 
were set at a level where it would be 
economically advantageous to use oth- 
er fuels. Therefore, the rates for these 
classes of service should not be higher 
than the comparable costs of alterna- 
tive fuels. 

The record shows some variance be- 
tween the prices being paid by the dif- 
ferent interruptible and off-peak cus- 
tomers for coal and fuel oils. The 
five interruptible intervenors offering 
testimony on this subject showed that 
their average costs per therm of the 
various fuels for the year 1949 were: 


Gas Coal Oil 
29¢ 6.45¢ 


2.1¢ _ 
3.3¢ 


Com 
men Steel Company 19¢ 3.3¢ 
Wilson & Company 19¢ 1.9¢ 


Swift & Company 
mp Terminal Com- 
Steel 


any 
Carnesic pag 


47 ¢ 
39 ¢ 


Testimony offered on behalf of forty 
off-peak customers indicated that al- 
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though there were marked variations 
in the prices at which these customer; 
purchased coal and oil, the prices oj 
these fuels in each case were above and 
may reasonably be expected to remain 
above the proposed rates for off-peak 
gas. For example, in 1949 a business 
and professional men’s club, using 
coal as an alternate fuel, paid an 
average of 4.37 cents per therm. Un- 
der the proposed rate schedule appli- 
cable to this club, the cost of gas is 
3.35 cents per therm. A hotel paid an 
average of 3 cents per therm for coal 
in 1949. Under the proposed rate 
schedule applicable to such hotel the 
rate for gas is 2.85 cents per therm. 

The testimony of Company wit- 
nesses showed that eighty-six laun- 
dries are now using off-peak gas. Of 
these, thirty-four, which use coal as 
an alternate fuel at an average price 
of $9.50 per ton, realize an annual 
average saving of about $3,480 under 
present gas rates and would realize 
an annual average saving of about 
$2,325 under the proposed gas rates. 
Thirty-four other laundries of the 
group, which use No. 6 oil as an al- 
ternate fuel at an average price of 
6.25 cents per gallon, realize an aver- 
age saving of $2,900 per year under 
the present gas rates and would realize 
an average saving of about $1,685 per 
year under the proposed gas rates. 
The remaining eighteen, who use No. 
5 oil as an alternative fuel at an aver- 
age price of 7.5 cents per gallon, realize 
an average annual saving of $1,700 
under present gas rates and would 
realize an average annual saving of 
about $970 under the proposed gas 
rates. 

From all the testimony, it appears 
that the proposed rates for off-peak 
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and interruptible gas are below the 
prevailing prices per therm at which 
coal or oil can be purchased by the 
off-peak and interruptible customers, 
with the exception of Wilson & Com- 
pany, which has an unexpired contract 
under which it is presently purchasing 
coal dust at a price per therm lower 
than the proposed gas rate in the two 
highest price categories in Service 
Classification No. 12. Under all the 
circumstances, therefore, we conclude 
that the proposed rates are below the 
level at which it would be economically 
advantageous for the interruptible and 
off-peak customers, with the possible 
exception of Wilson & Company, to 
turn to other types of fuel. 

The record does not show whether 
inauguration of the proposed rate in- 
creases to interruptible customers will 
cause Wilson & Company to cease pur- 
chasing gas in the two highest price 
categories in Service Classification No. 
12. Even if such rate increases should 
result in a decrease in volume of sales 
of interruptible gas to Wilson & Com- 
pany, it appears that the loss in net 
revenues to the Company by reason 
thereof would be substantially less 
than the loss in net revenues which 
would result from the depressing of the 
rates in the two highest price cate- 
gories in Service Classification No. 12 
to a level below the per therm level 
at which Wilson & Company is cur- 
rently purchasing coal dust. 

[3] A question has been raised by 
certain intervenors with respect to the 
differential of one cent between the 
rate of 24 cents per million British 
thermal units applicable to processing 
customers under proposed Service 
Classification No. 13 and the rate of 
23 cents per million British thermal 


units applicable to boiler fuel custom- 
ers in the highest price bracket under 
proposed Service Classification No. 12. 
Under this rate differential, in the 
event of curtailment of service those 
interruptible customers using gas for 
boiler fuel at 23 cents per million 
British thermal units will be subject to 
shut-off before the interruptible cus- 
tomers using gas for processing. Un- 
der the existing rate schedules, inter- 
ruptible processing customers pay the 
same rate as that applicable to the 
highest price category for interruptible 
boiler fuel, Neither has any priority 
over the other except that processors 
receive a two-hour rather than a 30- 
minute notice before shut-off. Objec- 
tion to establishment of the proposed 
service priority to processing custom- 
ers was expressed by the intervening 
boiler fuel customers on the grounds 
that it unreasonably discriminates 
against them. 

As has already been noted, the ex- 
isting tariffs of Chicago District Pipe- 
line Company contain provisions es- 
tablishing a priority in favor of proc- 
essing customers on certain occasions 
when there is a readjustment of the 
quantities of interruptible gas nominal- 
ly allocated to the distributing com- 
panies. 

There may be situations arising un- 
der this tariff provision in which the 
imposition upon Peoples Company of 
a requirement of parity of shut-off be- 
tween processing customers and high- 
est bracket boiler fuel customers would 
have an undesirable effect. Thus, if 
the demand by firm customers on a 
given day should be so high as to 
take all of the Company’s nominal allo- 
cation of gas, and yet another dis- 
tributing company served by Chicago 
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District Pipeline Company should on 
that day have a surplus of gas avail- 
able from its nominal allocation after 
serving all its firm customers and in- 
terruptible processing customers (but 
not its interruptible boiler fuel cus- 
tomers), Peoples Company would be 
eligible for such surplus gas only for 
purposes of satisfying its processing 
fuel requirements. In such a case the 
Company’s inability to shut off the 
top bracket boiler fuel customers would 
prevent it from obtaining additional 
gas. 

The establishment of a priority of 
shut-off in favor of processing cus- 
tomers therefore appears to be neces- 
sary in order to enable the Company 
to operate in compliance with the pro- 
visions of the Chicago District Pipe- 
line Company tariff, and at the same 
time to obtain a maximum supply of 
gas for its customers. This being so, 


it is proper that processing customers 
be charged a higher rate than boiler 
fuel customers, as is provided in the 
revised schedules filed herein. 


As has been noted, the Company 
proposes to consolidate its existing 
Service Classifications Nos. 7, 9, 10, 
and 11 relating to off-peak service into 
one schedule designated as Service 
Classification No. 7. Other than the 
increase in rates and charges resulting 
to most off-peak customers from this 
new schedule, which has already been 
discussed, the only material change in 
service effected by the revised schedule 
is the shortening of the period during 
which the Company is required to fur- 
nish gas to certain of the off-peak cus- 
tomers. Under existing Service Clas- 
sification No. 7 the period of annual 
off-peak service is March 16 to No- 
vember 15, both dates inclusive. Un- 
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der Classifications Nos. 10 and 11 the 
period of service is April 1st to Octo- 
ber 31st, both dates inclusive, and un- 
der Classification No. 9 the period is 
April 16th to October 15th, both dates 
inclusive. Most of the Company’s 
off-peak customers are now served un- 
der Classification No. 9. The pro- 
posed schedule for all off-peak service 
provides that the Company must fur- 
nish gas between April 16th and Octo- 
ber 15th, both dates inclusive, and may 
at its option also furnish gas between 
March 16th and April 15th and be- 
tween October 16th and November 
15th, all dates inclusive. In recent 
years weather conditions in the spring 
and fall seasons have caused the Com- 
pany on certain days to experience 
peak loads which were not anticipated 
at the time the periods of service for 
Classifications Nos. 7, 10, and 11 were 
established. Shortening of the pe- 
riods of service required for customers 
in these classifications as proposed is 
therefore warranted in order to lessen 
the possibility that the Company may 
be called upon to provide off-peak 
service at times when firm demand is 
high. 

The Company proposes to increase 
the rates under Service Classification 
No. 8, relating to gas motor service. 
None of the nineteen gas motor cus- 
tomers appeared in opposition to the 
proposed increase in these rates. Serv- 
ice Classification No. 8, while it per- 
mits the use of gas throughout the 
year, is designed to encourage use of 
gas during the off-peak period. Month- 
ly sales to these customers during the 
off-peak period are roughly twice the 
quantity of sales to the same customers 
during months of the peak period. The 
increase in the rates in this classifica- 
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tion is consistent with the increases 
proposed in other off-peak rates. 

Under all these circumstances it is 
the Commission’s conclusion that the 
proposed changes in the rates, charges, 
and conditions of service applicable to 
interruptible, off-peak, and gas motor 
customers are just, reasonable, and 
nondiscriminatory. 

Witnesses for the Company estimat- 
ed that if existing gas rates were main- 
tained through the year 1951 the total 
amounts of net revenue from off-peak 
and interruptible customers, before in- 
come and franchise taxes, would be, 
respectively, $2,967,000 and $3,209,- 
000 and under the proposed gas rates 
would be $3,916,000 and $4,100,000, 
respectively. The increase. in gas 
motor rates is expected to yield an in- 
crease of approximately $1,000 in net 
revenues before taxes. Thus, if all 
the proposed rates become operative 
the Company may in 1951 realize an 
increase in net revenue, before taxes, 
of approximately $1,841,000. Ap- 
proval of the proposed rate increases 
at this time will also result in a sub- 
stantial increase in revenues of the 
Company for the balance of the cal- 
endar year 1950. 

As above indicated, there has been 
no showing here that the return being 
earned by the Company on its entire 
operation under present rates is in- 
sufficient. It is, therefore, possible 
that the addition of approximately 
$1,841,000 in net revenues (before 
taxes) to the Company’s earnings will 
raise the Company’s rate of return 
above a reasonable level. Since the 
Commission cannot decide whether gas 
rates in certain classifications other 
than interruptible, off-peak and gas 
motor service shall be modified until 
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the completion of its investigation in 
Docket No. 38244, the Commission 
deems it necessary to make some pro- 
vision in this order for disposition of 
the additional sums which will be 
realized by the Company from the in- 
creased rates to interruptible, off-peak 
and gas motor customers, to assure 
that the Company will not receive 
more than a fair return. 

The Company introduced natural 
gas into the city of Chicago some 
twenty years ago through an arrange- 
ment with Natural Gas Pipeline Com- 
pany of America and Texoma Natural 
Gas Company, in both of which enter- 
prises the Company had a substantial 
investment. With the passage of time 
the Company increased its common 
stock equity in these corporations and 
eventually found it desirable to acquire 
all of the equity securities of these two 
corporations, which it did with the ap- 
proval of the Commission in 1948. 
The pipeline and gas acreage owned 
by the two enterprises are essential to 
the operations presently conducted by 
the Company, and the acquisition of 
these companies by the Company was 
found by this Commission in an earlier 
proceeding, Docket No. 36955, to be 
in the interest of the consuming public 
to whom the Company renders utility 
service. 

Having obtained control of the 
aforesaid two enterprises, the Compa- 
ny has presented plans to this Com- 
mission for obtaining an additional 
supply of gas through another pipeline 
company. The record shows that 
Texas-Illinois Natural Gas Pipe-Line 
Company, a subsidiary of Peoples 
Company, has embarked on a pro- 
gram for the construction of an addi- 
tional pipeline from the gas fields of 
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Texas to Joliet, Illinois, which is 

- designed to increase substantially the 
supply of gas available to Peoples Com- 
pany’s customers in the Chicago area. 
The initial cost of this project is es- 
timated at $120,000,000. Peoples 
Company intends to carry a major 
part of the burden of providing the 
equity capital needed to finance the 
project, and has already obtained the 
authorization of this Commission for 
part of such financing. 

Integrating this large additional sup- 
ply of gas with the existing supply for 
the maximum improvement in service 
to its customers will require expendi- 
tures for certain nonrecurring ex- 
penses. The major portion of these ex- 
penses will probably be incurred be- 
tween the date of this order and the 
time the Commission can render an 
opinion in its investigation into the 
affairs of this Company. It is, there- 
fore, proper that the Commission order 
an appropriation of the increased re- 
turn resulting from the rate increases 
approved by this order, net of taxes 
paid on such increased return, to a 
special reserve for the purpose of meet- 
ing the special nonrecurring costs of 
integrating the new supply of gas into 
the service of the Company’s custom- 
ers, and thereby reduce to some extent 
any additional charge to customers that 
might otherwise result in connection 
with the furnishing of such increased 
supply of natural gas. This will re- 
quire the concomitant provision that 
whenever the Company shall record 
the actual expenses incurred for this 
purpose in the appropriate expense ac- 
count, it shall at the end of each month 
charge the reserve hereby created and 
credit current income with the amount 
of such expenses actually incurred net 
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of taxes saved thereby, until such re. 
serve is exhausted. In the event that 
the expenses actually incurred do not 
exhaust the reserve, the remaining bal- 
ance will be disposed of as the Com- 
mission may, in an appropriate pro- 
ceeding, approve or direct, to provide 
for other special charges properly 
amortizable over a future period which, 
were it not for the reserve hereby cre- 
ated, would necessarily be met out of 
future revenues to be provided by 
rates. 

The Commission having considered 
the evidence presented on behalf of all 
of the parties to this proceeding, as 
well as the arguments of counsel, and 
being fully advised in the premises, 
is of the opinion and finds that: 

(1) The Peoples Gas Light and 
Coke Company is a public utility with- 
in the meaning of § 10 of the Illinois 
Public Utilities Act, and the Commis- 
sion has jurisdiction of the subject 
matter and of the parties to this pro- 
ceeding ; 

(2) the Company has filed with this 
Commission revised sheets to its Rate 
Schedule Ill. C. C. No. 21 in which it 
proposes to combine its existing 
Service Classifications Nos. 7, 9, 10, 
and 11, under which all off-peak cus- 
tomers are served, into a new Service 
Classification No. 7, applicable to all 
off-peak customers, and in which it 
proposes to revise its existing Service 
Classifications Nos. 8, 12, and 13 relat- 
ing to gas motor service, interruptible 
boiler fuel service and interruptible 
processing service, respectively ; 

(3) under proposed Service Classi- 
fication No. 7 the customers now re- 
ceiving off-peak service under Service 
Classifications Nos. 9, 10, and 11 will 
be required to pay higher rates than 
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they are now paying for such service, 
and the customers who are receiving 
off-peak service under existing Service 
Classification No. 7 will pay slightly 
lower rates than they are now paying; 

(4) under proposed Service Classi- 
fication No. 7 the customers presently 
receiving off-peak service under Serv- 
ice Classification No. 9 will be re- 
quired to pay a higher minimum 
monthly charge than they are now pay- 
ing for such service, and the customers 
presently receiving off-peak service 
under existing Service Classifications 
Nos. 7, 10, and 11 will pay a lower 
minimum monthly charge than they 
are now paying; 

(5) under proposed Service Classi- 
fications Nos. 12 and 13 the rates for 
all interruptible gas service customers 
will be increased ; 

(6) under proposed Service Classi- 
fication No. 8 the rates for all gas 
motor service customers will be in- 
creased ; 

(7) the Company has not shown 
that under present rates it is not earn- 
ing a fair return on fair value or that 
its total revenues are not sufficient to 
enable it to render adequate service ; 

(8) as of December 31, 1949, 
there were approximately 927,000 gen- 
eral customers and as of June 30, 1949, 
there were 504 off-peak customers, 8 
interruptible customers, and 19 gas 
motor customers ; 

(9) in the year ending December 
31, 1949, the general customers pur- 
chased 516,822,028 therms of gas, 
the off-peak customers, 96,113,135 
therms, the interruptible customers, 
214,874,859 therms, and the gas 
motor customers, 134,438 therms ; 

(10) the average rate per therm 
paid in 1949 by general customers was 


8.13 cents, by off-peak customers, 2.19 
cents per therm, by interruptible cus- 
tomers, 1.774 cents per therm, and by 
gas motor customers, 6.39 cents per 
therm; 

(11) the existing rates for inter- 
ruptible and gas motor service, and 
for service to off-peak customers in 
Service Classifications Nos. 9, 10, and 
11, are unreasonably advantageous to 
customers using such services and un- 
duly discriminatory against the other 
classes of customers served by the 
Company, and should therefore be 
modified ; 

(12) Under the proposed rates for 
interruptible, offpeak, and gas motor 
service the average rate per therm 
which will be paid for each of these 
types of service will be substantially 
lower than the average rate per therm 
paid by the general customers served 
by the Company ; 

(13) the proposed rates applicable 
to interruptible, off-peak, and gas mo- 
tor services, respectively, have not been 
shown to produce revenues less than 
the direct costs incurred by the Com- 
pany in providing each such class of 
service ; 

(14) in order to assure year-around 
operations all interruptible and off- 
peak customers must maintain stand- 
by equipment, enabling them to use al- 
ternate types of fuel during periods 
when gas is not available; 

(15) the proposed rates for inter- 
ruptible and off-peak service are below 
the level at which it would be general- 
ly advantageous for the customers now 
using those classes of service to con- 
vert to the use of alternate types of 
fuel ; 

(16) under present Service Classi- 
fication No. 7 customers receive off- 
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peak gas service during the period 
March 16th to November 15th, both 
dates inclusive, under present Service 
Classification No. 9 the service period 
is April 16th to October 15th, both 
dates inclusive, and under present 
Service Classifications Nos. 10 and 11 
the service period is April Ist to 
October 31st, both dates inclusive ; 

(17) under proposed Service Classi- 
fication No. 7 the Company will be re- 
quired to furnish off-peak gas service 
during the period April 16th to Octo- 
ber 15th, both dates inclusive, but, at 
its option, may also furnish such 
service during the periods March 16th 
to April 15th and October 16th to 
November 15th, all dates inclusive; 

(18) the changing of the period 
during which the Company will be re- 
quired to provide off-peak service un- 
der proposed Service Classification No. 
7 is reasonable since in recent years 
the Company has experienced days of 
high demand during the spring and 
fall seasons ; 

(19) under proposed Service Classi- 
fication No. 13 the rate for gas for 
processing purposes is one cent per 
million British thermal units higher 
than the rate for gas for boiler fuel 
purposes in the highest price category 
under proposed Service Classification 
No. 12, and all boiler fuel gas service 
will be shut off before any service of 
gas for processing purposes is cur- 
tailed ; 

(20) the establishment of this 
service priority is necessary by reason 
of paragraph 15, § II, of the General 
Terms and Conditions of Rate Sched- 
ule Rd-1 of the gas tariff of Chicago 
District Pipeline Company on file with 
the Federal Power Commission, effec- 
tive October 1, 1949, to assure a maxi- 


85 PUR NS 


mum supply of gas to customers of the 
Company ; 

(21) the proposed rates, charges, 
and conditions of service filed herein by 
the Company are just, reasonable, and 
nondiscriminatory, and should be ap- 
proved to become effective with respect 
to all bills based on meter readings on 
and after August 31, 1950; 

(22) the suspension of the revised 
sheets heretofore ordered on October 
25, 1949, and the resuspension of such 
revised sheets heretofore ordered on 
February 28, 1950, should be vacated; 

(23) a reasonable estimate of the 
effect of the proposed rates is that 
they will increase the net income of 
the Company before taxes by approxi- 
mately $1,841,000 1 an annual 
basis ; 

(24) the Company has embarked 
on a program designed to increase sub- 
stantially the supply of gas to its cus- 
tomers as well as to other customers 
in northern Illinois, and this program 
is likely to entail special nonrecurring 
costs of integrating the Company’s gas 
supply for service to its customers ; 

(25) pending completion of the 
Commission’s investigation of the rea- 
sonableness of all of the rates, charges, 
and service classifications of the Com- 
pany in Docket No. 38244 the Com- 
pany should be required to appropri- 
ate the increase in income resulting 
from the proposed rate increases, net 
of taxes payable on such increase, to 
a special reserve to meet special non- 
recurring costs of integrating the sup- 
ply of gas for the service of the 
Company’s customers, or for such 
other purposes as the Commission in 
an appropriate proceeding may ap-. 
prove, and to report the use of said 
reserve ; 
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(26) the Commission should retain to for the purpose of entering such 
jurisdiction of the subject matter of further order or orders as it may deem 
this proceeding and of the parties here- meet. 





MISSOURI PUBLIC SERVICE COMMISSION 


Clinton Turner et al. 


S. A. Morris, Doing Business as Emden 
Telephone Exchange et al. 


Case No. 11,819 
July 14, 1950 


OMPLAINT by telephone subscribers against inadequate service 
¢; from company from which they obtain service and complaint 
against other company for refusal to extend service; latter 

company ordered to render service. 


Service, § 209 — Duty to extend telephone lines — Inadequacy of existing service. 
A telephone company was ordered to extend service to persons residing in 
an area contiguous to its area of service where the company which had 
been serving them had failed to render adequate service, had refused to 
rebuild and repair lines, and had insisted that it was the subscriber’s obliga- 
tion to build lines to the switchboard, notwithstanding the fact that it would 
be rather expensive for the neighboring utility to construct a line to serve 
such persons, where the parties desiring service indicated that they were 
willing to clean out the right of way over which the pole line would be built 
and to do any other work which the utility might require of them. 


Service, § 181 — Expense of extending telephone lines. 
Statement, in dissenting opinion, that it is improper for the Commission 
to permit a telephone utility to sit idly by and do nothing for the benefit of 
subscribers in its territory and to compel an outside company which does 
not propose to render service in the territory involved to give service to such 
subscribers at a cost of approximately $5,000, since such a disposition is 
most unfair to the outside company and to other users of its service because 
of the increased rates which they would be required to pay, p. 52. 
(McC.irntock, Commissioner, dissents.) 
¥ 
By the Commission: On January Brown, Vernon Calvert, Weldon Mar- 
4, 1950, the Commission received a_ tin, W. Glenn Parsons, Jerry E. Par- 
complaint from Clinton Turner, F.W. sons, Perry Parsons, Jim Ewell, EI- 
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mer Douglas and Oliver Latimer 
(sometimes hereinafter called com- 
plainants), in which it was alleged, 
among other things, that they had been 
subscribers of the Emden Telephone 
Exchange, owned and operated by S. 
A. Morris; that they were not receiv- 
ing adequate telephone service from 
the Emden Telephone Exchange be- 
cause many of the lines were broken 
and out of service; that some of them 
had been without telephone service for 
as long as three years; that they had 
requested service from the Emden 
Telephone Exchange but that the own- 
er had failed and refused to repair the 
lines in order to make it possible to ren- 
der telephone service. In such com- 
plaint it was stated that the Western 
Light and Telephone Company main- 
tains a line in close proximity of the 
area in which complainants reside and 
that said Western Light and Tele- 
phone Company is in a position to 
render to said complainants adequate 
telephone service through its Shelby- 
ville exchange. 

Complainants alleged they were will- 
ing to provide labor to clear a right 
of way, set poles, and do other neces- 
sary work in extending the lines of 
Western Light and Telephone Com- 
pany. 

Complainants prayed the Commis- 
sion for its order releasing them from 
the Emden Telephone Exchange serv- 
ice area and for a further order di- 
recting Western Light and Telephone 
Company to provide telephone service 
to them. 

On January 4, 1950, Western Light 
and Telephone Company was made a 
party to said cause and the Commis- 
sion issued its order to satisfy or an- 
swer, and mailed copies of same to 
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S. A. Morris, owner and operator of 
the Emden Telephone Exchange and 
Western Light and Telephone Com- 
pany on said date. Each of said par- 
ties was notified of said complaint and 
ordered to satisfy matters therein com- 
plained of or answer said complaint 
in writing within ten days thereof. 

On January 17, 1950, the Emden 
Telephone Exchange filed its answer 
in which it admitted that complainants 
had been subscribers of the Emden 
Telephone Exchange, but denied gen- 
erally the complaint in all other re- 
spects. The Western Light and Tele- 
phone Company, through its general 
commercial supervisor, W. E. Naylor, 
wrote the Commission a letter under 
date of January 16, 1949, stating, 
among other things, the amount of 
material that would be required to 
serve complainants, and that Western 
Light and Telephone Company was 
not interested in serving complainants 
because they did not reside in an ex- 
change area of Western Light and 
Telephone Company. 

The complaint not being satisfied, 
the cause, after due notice to all in- 
terested parties, was heard by two 
members of the Commission at the 
Commission’s hearing room in Jeffer- 
son City, Missouri, on March 10, 1950. 
Several of the complainants appeared 
in person and were represented by 
counsel. S. A. Morris, owner and op- 
erator of the Emden Telephone Ex- 
change, appeared and was represented 
by counsel. Western Light and Tele- 
phone Company was represented by 
counsel. 

The town of Emden is located in 
Shelby county, Missouri, about 10 
miles east of Shelbyville, the county 
seat. 
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These complainants reside north and 
west of Emden, at distances of approx- 
imately 3 to 5 miles. For years their 
telephone service has been rendered 
through the Emden exchange. All of 
them received telephone service over 
mutual lines owned by them and their 
neighbors which connected with lines 
owned by the Emden Telephone Ex- 
change. These connections were made 
at points north and west of Emden at 
a distance of 3 to 44 miles. The lines 
over which complainants are supposed 
to receive telephone service are in a 
deplorable condition. The wire that 
remains on poles is rusty and portions 
of the lines are broken and rolled up 
alongside of the road. Many of the 
poles are down. This condition exists 
both as to the mutually owned lines 
and the lines owned by the Emden 
Telephone Exchange. 

These complainants are all farmers 
and they now desire to receive tele- 
phone service through an exchange in 
which the telephone company owns all 
of the plant including the telephones 
through which the customer receives 
and sends telephone messages. 

S. A. Morris, the present owner 
and operator of the Emden Telephone 
Exchange, contends that it is neither 
his duty nor his obligation to repair or 
maintain telephone lines beyond the 
point of connection with his switch- 
board. He formerly owned this tele- 
phone system and a few years ago sold 
the same to one Raymond Collins. In 
that transaction Collins gave to Morris 
a note in the approximate amount of 
$1,600 secuted by a mortgage on the 
Emden Telephone System. Later 
Morris had to take over the telephone 
exchange under the provisions and 
terms of said mortgage. In July, 


1949, after he had repossessed the 
telephone sytsem, he petitioned this 
Commission for a rate increase where- 
by his rates were to be increased from 
75 cents per month to one dollar per 
month. In his petition for such in- 
crease it was stated the hours he would 
render service and that “the customers 
and patrons of said exchange, at their 
own expense, to maintain and repair 
their own lines to the point of connec- 
tion with said exchange.” A great 
majority of his patrons, including all 
of complainants except two, supported 
his application to the Commission by 
signing the petition requesting such 
rate increase. 

Mr. Morris now takes the posi- 
tion that it is not his duty to con- 
struct and maintain any lines, but, that 
it is the obligation of all of his pa- 
trons to build and maintain such lines 
to his switchboard. He is unwilling 
to rebuild the company’s lines to 
points where they formerly connected 
with these mutual lines. 

There is no need to go into an elab- 
orate discussion of the type of service 
these complainants are and have been 
reeciving through this exchange. Suf- 
fice it to say that none of them are re- 
ceiving telephone service that even re- 
motely approaches what is considered 
modern telephone service. One of 
these complainants has had no physi- 
cal connection with the Emden switch- 
board since July, 1946. Some of the 
others have had no physical connec- 
tions for at least a year. Morris is 
unwilling to rebuild or repair his lines 
but adamantly insists that it is the 
customers’ obligation to build to his 
switchboard. 

Western Light and Telephone 
Company which renders telephone 
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service through its Shelbyville ex- 
change serves the rural community im- 
mediately north and west of these com- 
plainants. It now has a pole line with- 
in one mile of complainant, Clinton 
Turner. 

Mr. F. M. Browne, who has been 
an employee of Western Light and 
Telephone Company for thirty-three 
years and who now acts for such com- 
pany in the capacity of advisory en- 
gineer, was present in the hearing 
room during the hearing of this case. 
He was called to testify in this matter 
by a member of the Commission. His 
testimony was to the effect that his 
company had made a survey of the 
subject matter of this hearing but had 
not made an engineering study to as- 
certain the cost to his company of serv- 
ing complainants. He stated in the 


record that his company preferred to 
take no part in this controversy; that 


it would be rather impracticable for 
his company to serve complainants and, 
in his opinion, would cost in the neigh- 
borhood of $5,000. 

The Commission is of the opinion 
that these complainants will never be 
able to receive adequate telephone 
service through the Emden Telephone 
Exchange. From the record made in 
this case, there is no indication that the 
present management of the Emden 
Telephone Company intends to do 
anything to give complainants ade- 
quate telephone service. It is true 
that the cost to Western Light and 
Telephone Company to construct a line 
to serve these complainants will be 
rather costly, but something must be 
done in order to relieve this serious 
condition and to give these farmers 
who are willing to pay for good tele- 
phone service some relief. They are 
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willing to clean out the right of way 
over which the pole line will be built 
and do any and all other work that 
Western Light and Telephone Com- 
pany might require of them. Their 
neighbors to the west and the north 
are now receiving telephone service 
through the Shelbyville exchange. 
The main part of the line which will 
be required to serve complainants will 
be attached to the pole line now leading 
to Shelbyville. 


After duly considering the record 
made in this case, the Commission 
concludes that the relief prayed for in 
the complaint should be allowed. 

It is, therefore, 

Ordered: 1. That Western Light 
and Telephone Company, Inc., be and 
is hereby directed to extend its tele- 
phone facilities so as to serve com- 
plainants through its Shelbyville Ex- 
change and such company shall, within 
ten days from the effective date of this 
order, file a map of its Shelbyville, 
Missouri, exchange area which shall 
include the area covered in this com- 
plaint. 

Ordered: 2. That this order shall 
be in effect ten days from the date 
hereof and the Secretary of the Com- 
mission shall forthwith serve certified 
copies of same on all interested parties. 


McC.LintTock, Commissioner, dis- 
senting: I cannot agree with the re- 
port and order for the reason it is my 
opinion that it is improper to permit 
the Emden Telephone Exchange to 
sit idly by and do nothing for the ben- 
efit of these ten subscribers in its ter- 
ritory and compel an outside company, 
which does not propose to render serv- 
ice in the territory involved, to give 
service to said complainants at a cost 
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of approximately $5,000. The report 
states the farmers are willing to clean 
out the right of way and do any and 
all other work that Western Light and 
Telephone Company might require of 
them. However, the order is silent in 
this respect and places the entire cost 
on Western. If these complainants 
are entitled to service by Western, 
then others similarly situated would 
likewise be entitled to such service. 


Such disposition of the matter is, in 
my opinion, most unfair to the com- 
pany which is being required to in- 
stitute the service and entirely too 
favorable to a company which, al- 
though under duty and obligation to 
render service, is given a clean bill 
of health and relieved from any such 
obligation. It is also unfair to other 
users of Western’s telephone service 
as it will result in higher rates to them. 
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City Club of Chicago et al. 


Illinois Bell Telephone Company 


Nos. 38333, 38360 
August 16, 1950 


OMPLAINT against telephone company’s antigambling reg- 
c; ulation and request that it be rescinded; dismissed. 


Service, § 134 — Telephones — Antigambling regulation — Denial of service. 


1. The complaint of a telephone subscriber against a company regulation 
providing for the denial of service to persons using it for gambling purposes 
was dismissed where the subscriber showed no right or interest which was 
threatened by the regulation in that it alleged no financial or other interest 
in any business, establishment, or premises where gambling was conducted 
or allowed, where no complaints had been filed with the Commission charg- 
ing an unlawful denial of service under this regulation, and where no evidence 
was introduced by the subscriber to meet its burden of proving that the 
regulation was unreasonable, unlawful, or unconstitutional, p. 54. 


Commissions, § 11 — Jurisdiction over hypothetical questions — Constitutionality 


of statutes. 


2. Commissions will not decide abstract, hypothetical, or contingent questions, 
or determine the constitutionality of any statute or regulation except with 
reference to particular facts presented by the record, p. 56. 


Service, § 117 — Limitations on right to telephone service. 
3. The right to telephone service is subject to reasonable limitations neces- 
sary to the public welfare and public order, p. 57. 
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Constitutional law, § 7 — Antigambling telephone regulation — Burden of proving 


unconstitutionality. 


4. Subscribers complaining against an antigambling telephone regulation on 
the ground that it is unconstitutional have the burden of proving it to be 


so, p. 58. 


By the COMMISSION : 

[1] On February 6, 1950, Illinois 
Bell Telephone Company (Company) 
filed the following regulation as an 
amendment to its tariff: 

“Use of Service for Unlawful Pur- 
poses—The service is furnished sub- 
ject to the condition that it shall not 
be used for the purpose of making or 
accepting bets, furnishing information, 
or for any other purposes in connec- 
tion with any gambling scheme, busi- 
ness or device, or for any similar un- 
lawful purpose. Any subscriber whose 
service is to be discontinued or any 
applicant to whom service is to be de- 
nied under this regulation will be noti- 
fied by the telephone company of his 
right to a hearing by the Illinois Com- 
merce Commission to determine 
whether or not such service is being 
used or will be used in violation of 
this rule. Upon complaint to the Com- 
mission by any applicant or subscriber 
who is affected by the refusal or dis- 
continuance of service in accordance 
with this rule, such service shall be 
provided, continued, or restored if the 
Commission shall determine that the 
service has not been used or is not 
intended to be used in violation of this 
rule.” 

In filing that amendment the Com- 
pany complied with all the require- 
ments of § 36 of the IIlinois Public 
Utilities Act (the Act) and the 
amended tariff pursuant to its terms 
became effective March 9, 1950. 

On March 30, 1950, the City Club 
of Chicago (City Club), a corporation 
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not for profit, filed its petition with 
the Commission which was docketed 
as No. 38333, praying that the above 
regulation be rescinded, annulled, or 
expunged. The City Club alleged in 
its petition that it had no financial or 
other interest in any telephone com- 
pany or other public utility, or in any 
business, establishment, or premises 
where gambling is conducted or al- 
lowed; that its petition was filed in 
assertion of its rights as a corporate 
citizen to insist upon the proper and 
just enforcement of the state and Fed- 
eral Constitutions and the laws of 
the state of Illinois and the United 
States, and its right and interest as a 
taxpayer in preventing the unauthor- 
ized disbursement of public funds; 
that since the above-mentioned regula- 
tion applied only to this Company and 
to no other telephone company oper- 
ating in the state of Illinois, it is un- 
reasonably discriminatory and, there- 
fore, violates the due process and equal 
protection clauses of the Fourteenth 
Amendment to the Constitution of the 
United States and the due process 
clause of the Illinois Constitution; 
that said regulation unreasonably bur- 
dens interstate commerce in violation 
of Art I, § 8, of the United States 
Constitution; and that it purports to 
delegate the powers of law enforce- 
ment to a private corporation which is 
not required to act upon evidence after 
a hearing or with other safeguards 
of due process. By an amended peti- 
tion filed May 3, 1950, the City Club 
made the additional allegation that it is 
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a subscriber to the service of the Com- 
pany. 

The Company filed a motion to dis- 
miss the petition on the ground that 
the City Club lacked the requisite in- 
terest in the subject matter of the pro- 
ceeding to support its petition, the sole 
interest asserted by it being enforce- 
ment of constitutional rights gener- 
ally; that the supposed constitutional 
questions raised by the petition could 
not be decided in the abstract, but only 
with reference to particular facts to 
which the regulation was actually ap- 
plied ; and that petitioner failed to state 
any claim upon which relief could be 
granted. 

The matter was set for hearing May 
9, 1950, before a duly authorized ex- 
aminer for the Commission. At the 
hearing, counsel for the City Club 
stated that the petitioner had no evi- 
dence to introduce and that petitioner 
rested on its verified complaint and 
on the legal principles involved. The 
Company, as respondent, thereupon 
rested on its written motion to dismiss 
and made a further motion to dismiss 
on the ground that petitioner had failed 
to sustain its burden of proving that 
the regulation complained of was un- 
reasonable. Thereupon the case was 
marked “Heard and Taken.” 

On April 20, 1950, the American 
Civil Liberties Union, (ACLU), a 
corporation not for profit, filed a peti- 
tion which was docketed as No. 38360. 
Said petition alleged that the petition- 
er’s objects include the protection of 
the civil rights and liberties of all the 
people equally ; that it has no financial 
or other interest in any telephone 
company or any other public utility, or 
in any business, establishment, or 
premises where gambling is conducted 


or allowed; that it subscribes for tele- 
phone service; that it presented its 
petition in furtherance of its interest, 
as a corporate citizen, of the promo- 
tion and protection of civil rights and 
liberties; that petitioner is in accord 
with the stated policy of suppression of 
gambling but represents that such pol- 
icy should be implemented only in a 
manner which safeguards the rights 
of all the people of Illinois under the 
Bill of Rights; that the above-men- 
tioned regulation subjects subscribers 
to telephone service to arbitrary dis- 
continuance of service by the Com- 
pany without any opportunity on the 
part of such subscriber to a hearing 
prior to such discontinuance; that a 
subscriber to telephone service ought 
to be entitled to a continuance of tele- 
phone service until and unless a hear- 
ing, at which such subscriber has an 
opportunity to be represented and to 
be heard, should disclose that the tele- 
phone instrument or service was being 
used for an unlawful purpose in order 
to protect such subscriber against the 
possibility of arbitrary and capricious 
action by the Company and against 
being victimized by business competi- 
tors or others with ulterior motives or 
irresponsible persons upon whose in- 
formation or advice the Company 
might discontinue the telephone serv- 
ice without justification. The peti- 
tioner prayed that the regulation be 
rescinded or amended so as to require 
that in every case where discontinu- 
ance of telephone service is contem- 
plated, the subscriber be furnished 
with a written complaint, and a hear- 
ing granted to such subscriber prior to 

the discontinuance of service. 
The Company filed a motion to dis- 
miss this petition on the same grounds 
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set forth in its motion to dismiss the 
petition of the City Club in Docket 
No. 38333. 

This matter was set for hearing on 
May 23, 1950, before a duly author- 
ized examiner for the Commission. 
At the hearing, counsel for ACLU 
stated that petitioner had no evidence 
to present and rested on the ground 
that the regulation is prima facie in- 
valid. The respondent thereupon 
rested upon its written motion to dis- 
miss and further moved to dismiss on 
the additional ground that the com- 
plainant had not sustained its burden 
of proof of demonstrating the unrea- 
sonableness of the tariff. The case 
thereupon was marked “Heard and 
Taken.” 

At the request of all the parties that 
the Commission hear oral argument in 
both cases at the same time, both cases 


were argued orally before the Com- 
mission, en banc, on June 13, 1950. 
They were not consolidated, however, 
and a separate record was made in 


each case. Both petitions, however, 
raise substantially the same issues and 
must be disposed of on the same 
grounds, which can be done most con- 
veniently by a single order to be en- 
tered in each docket. 

The regulation under attack in this 
proceeding is a narrow one. It is con- 
fined to a denial of the right of anyone 
to use the Company’s property or 
services for the purpose of carrying on 
any gambling scheme, business or de- 
vice, or for any similar unlawful pur- 
pose. The petitioner in each of these 
proceedings carefully excluded itself 
from the class affected by the above 
regulation by asserting that it had no 
financial or other interest in any busi- 
ness, establishment, or premises where 
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gambling is conducted or allowed. On 
the basis of their respective allega- 
tions, neither of the petitioners has 
shown a right or interest which is 
threatened by this regulation. See 
Chicago Dist. Pipeline Co. v. Com- 
merce Commission (1935) 361 Ill 
296, 299, 16 PUR NS 312, 197 NE 
873; Public Utilities Commission ex 
rel. O’Neil v. Marseilles Land & Wa- 
ter Power Co. (1920) 295 Ill 522 
PUR1921B 226, 129 NE 113; Ex 
parte Levitt (1937) 302 US 633, 82 
L ed 493, 58 S Ct 1. 


Each of the petitioners charge, in 
general terms, that the regulation is 
unconstitutional. While each asserts 
that it is a subscriber for telephone 
service, neither of the petitions con- 
tains any allegations of fact which in- 
dicate that this regulation is unconsti- 
tutional with respect to the petitioners. 
Neither of the petitioners alleges that 
it has been denied telephone service, 
or that its telephone service has been 
discontinued, or that such action is 
threatened or imminent, or that the 
petitioner, itself, is being deprived of 
any constitutional rights. 

As stated above, neither of the pe- 
titioners offered any evidence at the 
several hearings in this matter. No 
allegations were made, and no evi- 
dence was offered to show, that even 
a single subscriber to telephone serv- 
ice was improperly or unlawfully de- 
nied or deprived of telephone service 
under this regulation. The Commis- 
sion takes administrative notice of the 
fact that no complaints have been filed 
with it charging that the Company 
has improperly or unlawfully denied 
or discontinued service to anyone un- 
der this regulation. 

[2] In argument before the Com- 
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mission, counsel for petitioners ar- 
gued hypothetical cases in which tele- 
phone service might be denied or dis- 
continued to some hypothetical person 
in violation of such person’s constitu- 
tional rights and privileges. It has 
been long established that our courts 
will not decide abstract, hypothetical, 
or contingent questions,’ or determine 
the constitutionality of any statute or 
regulation except with reference to 
particular facts presented by the rec- 
ord.2 In proceedings instituted be- 
fore it, this Commission is bound by 
these principles. Certainly in consid- 
ering constitutional questions submit- 
ted to it, to the extent that the Com- 
mission can deal with such matters, 
there is no basis on which this Com- 
mission can arrogate unto itself a 
jurisdiction broader in scope than that 
possessed by the courts. 

[3] Petitioners’ argument that the 


regulation is contrary to the rule con- 
tained in § 38 of the Act requiring 
public utilities to furnish service to 
applicants reasonably entitled thereto 
without discrimination is not sup- 


ported by the authorities. Section 38 
does not impose an absolute obligation 
to provide telephone service. The 
right to utility service is subject to 
reasonable limitations necessary to 
public welfare and public order. Ham- 
ilton v. Western U. Teleg. Co. (1940) 
36 PUR NS 38, 34 F Supp 928; Peo- 
ple ex rel. Heigel v. New York 
Teleph. Co. (1922) 119 Misc 61, 
PURI923A 463, 195 NYS 332. 
It has been held that a telegraph com- 


pany cannot be compelled to furnish 
market quotations to a bucket shop, 
Smith v. Western U. Teleg. Co. 
(1887) 84 Ky 664, 2 SW 483; West- 
ern U. Teleg. Co. v. State ex rel. 
Hammond Elevator Co. (1905) 165 
Ind 492, 76 NE 100; that a telephone 
company cannot be compelled to fur- 
nish telephone service to a bawdy 
house, Godwin v. Carolina Teleph. & 
Teleg. Co. (1904) 136 NC 258, 48 
SE 636; that a telephone company can- 
not be compelled to furnish service, 
which it has reasonable cause to be- 
lieve will be used in furtherance of il- 
legal enterprises, Hamilton v. West- 
ern U. Teleg. Co. supra; Tracy v. 
Southern Bell Teleph. & Teleg. Co. 
(1940) 38 PUR NS 527, 37 F Supp 
829; Howard Sports Daily v. Weller 
(1941) 179 Md 355, 38 PUR NS 
197, 18 A2d 210; or to those who are 
reasonably sure to use it for an illegal 
purpose, People ex rel. Restmeyer v. 
New York Teleph. Co. (1916) 173 
App Div 132, 159 NYS 369; or to 
persons using it for bookmaking or 
gambling purposes, Giordullo v. Cin- 
cinnati & S. Bell Teleph. Co. (1946) 
34 Ohio Op 251, 68 PUR NS 269, 
71 NE2d 858. 

Regulations similar to the one con- 
sidered here and some even more dras- 
tic have been approved in many states 
and have been sustained by the courts. 
McBride v. Western U. Teleg. Co. 
(1948) 77 PUR NS 65, 171 F2d 1; 
Hamilton v. Western U. Teleg. Co. 
supra; Cullen v. Ohio Bell Teleph. Co. 
(Ohio Com Pleas Ct 1940) 36 PUR 





1 Alabama State Federation of Labor v. Mc- 
Adory (1945) 325 US 450, 461, 89 L ed 1725, 
65 S Ct 1384; United States v. Appalachian 
Electric Power Co. (1940) 311 US 377, 423, 85 
L ed 243, 36 PUR NS 129, 61 S Ct 291; Ash- 
wander v. Tennessee Valley Authority (1936) 
297 US 288, 324, 80 L ed 688, 56 S Ct 466; 


Liberty Warehouse Co. v. Grannis (1927) 273 
US 70, 75, 71 L ed 541, 47 S Ct 282; 
Elmhurst ‘, ioe (1946) 394 Ill 248, 254, 
68 NE2d 278; People ex rel. Stettauer v. 
Olsen (1905) 215 Ill 620, 623, 74 NE 785. 

2 Alabama State Federation of Labor v. Mc- 
Adory, supra; Elmhurst v. Buettgen, supra. 
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NS 152; Ganek v. New Jersey Bell 
Teleph. Co. (NJ 1944) 57 PUR NS 
146; Rodman v. New England Teleph. 
& Teleg. Co. (Mass 1945) 61 PUR 
NS 242; Partnoy v. Southwestern 
Bell Teleph. Co. (Mo 1947) 70 PUR 
NS 134; Re Dade County Newdeal- 
ers Supply Co. (Fla) Docket No. 
3120 P.W. Order No. 1613, July 18, 
1950; Re Michigan Bell Teleph. Co. 
(Mich 1940) 34 PUR NS 65. 

[4] Having bottomed the relief 
they seek on the assertion that the 
above regulation is unreasonable and 
unconstitutional, petitioners have the 
burden of proving it to be so. Moline 


Consumers Co. v. Commerce Com- 
mission ex rel. Chicago, B. & Q. R. 
Co. (1933) 353 Ill 119, 127, 187 NE 
161; Chicago & E. I. R. Co. v. Com- 
merce Commission ex rel. Cairo Asso. 
of Commerce (1931) 343 Ill 117, 124, 
175 NE 8. This they have wholly 


failed to do. Their petitions, there- 
fore, must be dismissed. 

Having considered the verified pe- 
titions and the motions to dismiss in 
these matters, and having heard the 
statements and arguments of counsel, 
the Commission finds: 

(1) that the Commission has ju- 
risdiction of the subject matter and 
the parties in each of these proceed- 
ings ; 

(2) that the City Club of Chicago, 
petitioner in Docket No. 38333, 

(a) failed to make any allegations 
in its petition showing that it had such 
a right or interest which is threatened 
by the tariff regulation attacked, 

(b) failed to allege any facts in its 
petition with respect to which the tar- 
iff regulation attacked would be un- 


reasonable, unlawful, or unconstity- 
tional, and 

(c) offered no evidence at the hear- 
ing in support of its petition and there- 
by failed to meet its burden of prov- 
ing that the tariff regulation in ques- 
tion herein is unreasonable, unlawful, 
or unconstitutionai 

(3) that the petition filed by the 
City Club of Chicago in Docket No. 
38333 should be dismissed ; 

(4) that American Civil Liberties 
Union, petitioner in Docket No. 
38360, 

(a) failed to make any allegations 
in its petition showing that it had 
such a right or interest which is threat- 
ened by the tariff regulation attacked, 

(b) failed to allege any facts in its 
petition with respect to which the tariff 
regulation attacked would be unrea- 
sonable, unlawful, or unconstitutional, 
and 

(c) offered no evidence at the hear- 
ing in support of its petition and there- 
by failed to meet its burden of proving 
that the tariff regulation in question 
herein is unreasonable, unlawful, or 
unconstitutional ; 

(5) that the petition filed by the 
American Civil Liberties Union in 
Docket No. 38360 should be dis- 
missed. 

It is therefore ordered by the Illi- 
nois Commerce Commission : 

A. The petition of The City Club 
of Chicago in Docket No. 38333 be, 
and the same is hereby, dismissed. 

B. The petition of the American 
Civil Liberties Union in Docket No. 
38360 be, and the same is hereby, dis- 
missed. 
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MONTANA PUBLIC SERVICE COMMISSION 


Re Mike Salansky 


Docket No. 3828, Order No. 2183 
August 11, 1950 


PPLICATION for authority to abandon public utility water 
L \ service; granted subject to condition. 


Service, § 231 — Abandonment — Operation at a loss. 
1. A person cannot be compelled to continue a utility service at a loss, as 
such action would deprive him of his property, p. 60. 

Service, § 246 — Abandonment — Delay for benefit of customers. 
2. The owner of a small water utility, permitted abandonment because of 
operation at a loss, was required to continue operation for a period of ninety 
days to permit customers to make other arrangements for a water supply, 


p. 60. 


The above-entitled matter came on 
regularly to be heard in the council 
chambers of the Civic Center in the 
city of Great Falls, Montana, at the 
hour of one o’clock, Pp. M., on the 8th 
day of August, 1950, pursuant to ad- 


journment. 


APPEARANCES: Mike Salansky, 
Tracy, Michael C. Salansky, Jr., 
Shelby, and John Salansky, Cut Bank, 
appearing for Mike Salansky. 

Protestants: Margaret Ioppa, Sand 
Coulee, Walter E. Morris, Sand 
Coulee, Rudolph Klesh, Great Falls, 
and Mrs. Louza, Sand Coulee. 


OTHER APPEARANCES: Edwin S. 
Booth, Secretary-Counsel, appearing 
for the Board. 


By the Commission: Mike Salan- 
sky has been furnishing water service 
to the residents of Tracy since 1926. 
He filed application for authority to 
abandon such service. This applica- 


tion was set for hearing. Evidence 
was offered by the applicants and prot- 
estants. 

The town of Tracy was initially the 
town of residence for employees of the 
coal mines operated by the Anaconda 
Copper Mining Company. Water 
service was furnished to the employ- 
ees. The mines closed about 1922. 
The method of operations was not 
disclosed and the records of the Com- 
mission do not show any records of 
the utility from its inception to date. 
Mike Salansky has operated the sys- 
tem since 1926 and furnished service 
to residents at regular rates. After 
the signing of an agreement with all 
users, the rates for service were in- 
creased in the early part of 1950. 
While the applicant states that plant 
was bought and operated for his own 
use and there was no intention of be- 
coming a utility it is apparent that 
the method of operation made the 
operation that of a utility and brought 
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it under the jurisdiction of this Com- 
mission. 

Mike Salansky operated a store at 
Tracy but the store was closed in 1947. 
The water system was operated in con- 
nection with the store. In 1926 there 
were about ninety-six users of water 
but the number of users has now 
dropped to thirty-two, twenty-four of 
whom lived in Tracy. Of the thirty- 
two users twenty carry water and 
twelve have it piped into the house. 
Five persons in Tracy do not use wa- 
ter from the system but have private 
wells. 


The income from the system for the 
seven months of 1950 amounted to 
$412. There was a power bill of $58 
and repair bills of $54. Taxes on the 
property are not segregated and no 
depreciation is being charged now. 
Reasonable wages for operating sys- 


tem are estimated at $150 per month. 
The well is in need of cleaning which 
would cost at least $200. No labor 
charge for operating the system has 
been made and the services of Mike 
Salansky have not been paid for on 
any regular basis. 

The people of Tracy appearing in 
protest stated that they wanted to 
keep the water system as they need it. 
Those present stated that they would 
be willing to pay more rental. 

[1] There can be no question but 
that the discontinuance of the water 
service will be a hardship on many of 
the patrons and it will make it neces- 
sary for other arrangements to be 
made to obtain water. However a per- 
son cannot be compelled to continue a 
utility service at a loss as such action 
would deprive him of his property. 
In view of the small number of cus- 
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tomers and the amount of revenue it 
is clear that the revenue is insufficient 
to meet operating expenses, including 
a reasonable wage for the operation of 
the system. The applicant should be 
permitted to discontinue utility sery- 
ice. Re Barnes-King Develop. Co. 
PUR1925E 200; Re Billings Gas Co, 
(1938) 26 PUR NS 328; Re East 
Side Teleph. Co. (1948) 77 PUR NS 
87. 

[2] The discontinuance of utility 
service will require the present patrons 
to make other arrangements for ob- 
taining water. Service should not be 
discontinued for a period of ninety 
days from the date hereof to permit 
arrangements to be made by the indi- 
viduals concerned. It may be that 
some mutual arrangements can be 
made by the parties concerned for the 
obtaining of water through the pres- 
ent facilities. If such arrangements 
are made they should be on a mutual 
or codperative basis. 

From the evidence and for the rea- 
sons stated the Board makes the fol- 
lowing : 

Findings of Fact 

1. That Mike Salansky operates a 
water system at Tracy, Montana, and 
such system is a public utility under 
the jurisdiction of this Commission. 

2. That the present revenues of the 
water system are insufficient to pay 
proper operating costs of the system 
and that in view of the small number 
of users there is no way the system 
can be operated so as to pay operating 
expenses and make a return on in- 
vestment. 

3. That the continuation of the 
service for a period of ninety days 
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RE SALANSKY 


from the date hereof will be reason- 
able to permit arrangements for water 
to be made by the present users of the 
water service. 


Conclusions of Law 
The Board concludes as a matter of 


law that the application should be 
granted. 





OREGON PUBLIC UTILITIES COMMISSIONER 


Re Mountain States Power Company 


U-F-1498, P.U.C. Or. Order No. 25081 
June 12, 1950 


ee of rates filed by electric company to meet 
municipal competition; rates permitted to become effective 
subject to conditions. 


Rates, § 140 — Municipal competition. 


1. A power company faced with competition by a municipal electric plant 
has the right to meet the situation by filing competitive rates which are the 
same as those placed in effect by the municipality, 62. 


Discrimination, § 34 — Competitive rates — Single city. 


2. Discrimination does not result from the action of a power company in 
filing competitive rates in a city where it is forced to meet competition by a 


municipal plant, p. 62. 


Return, § 75 — Reasonableness as a whole — Power company — Rates to meet 


municipal competition. 


3. A power company lowering rates in one city to meet municipal competi- 
tion must not pass on to ratepayers of other communities and other districts 
any loss in revenue or additional expense resulting from the competitive 


rates, p. 62. 


Accounting, § 41 — Separation of operations — Competitive area. 
4. A power company lowering rates in one city to meet municipal competi- 
tion must keep books and records, as they pertain to operations in the city 
and in the competitive area, in such a manner as to permit the ready determi- 
nation of the amount of added expense, if any, to which the company may 
be placed as the result of such competition, p. 62. 


FLacGc, Commissioner: The above- 
entitled matter came on for hearing 
pursuant to notice on Monday, April 
10, 1950, at 10:05 a. M., in the city 
hall, Springfield, Oregon, before Da- 
vid Don, chief engineer, J. L. Ken- 


nedy, chief accountant, and Max L. 
McMillin, assistant attorney general, 
sitting as examiners for the Commis- 

sioner. 
The following appearances are of 
record herein: Allan A. Smith, At- 
85 PUR NS 





OREGON PUBLIC UTILITIES COMMISSIONER 


torney, Portland, and Francis F. Hill, 
Attorney, Portland, in behalf of 
Mountain States Power Company; 
Raymond M. Kell, Attorney, Port- 
land, in behalf of the common council 
of the city of Springfield. 

Testimony was adduced, exhibits 
were offered and received, briefs were 
filed, and the Commissioner, being 
fully advised in the premises, makes 
and enters the following findings of 
fact, conclusions, and order, to wit: 


Findings of Fact 
That, on March 20, 1950, Mountain 
States Power Company filed with 
the Commissioner Optional Combined 
Residential Schedule SPB-2, Optional 
Commercial Lighting and Power 


Schedule SPA-3, Optional Commer- 
cial Water-heating Schedule SPE-3, 


Optional Commercial Lighting Sched- 
ule SPA-2, and Optional Lumber and 
Woodworking Mill Schedule SPD-3, 
as optional competitive schedules to 
apply to electric service in the city of 
Springfield and territories adjacent 
thereto served in competition with the 
Springfield Municipal Electric System. 
These schedules were accompanied by 
Waiver of Statutory Notice signed by 
the Mountain States Power Company 
requesting that the Commissioner per- 
mit the schedules to become effective 
March 24, 1950, or as soon thereafter 
as possible. 

That, by P. U. C. Oregon Order 
No. 24770, said schedules were sus- 
pended for a period of sixty days from 
March 20, 1950, and the matter was 
set for hearing on April 10, 1950, at 
Springfield, Oregon. Thereafter, a 
stipulation was entered into further 
suspending the schedules for an addi- 
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tional period not to exceed thirty days 
from May 20, 1950. 

That the Mountain States Power 
Company is a public utility as set out 
in § 112-401, O. C. L. A., and pro- 
vides electric service in the city of 
Springfield and in other areas of the 
state of Oregon, and is subject to the 
provisions of the Oregon Code, and is 
under the jurisdiction of the Public 
Utilities Commissioner of Oregon. 

[1-4] That the city of Springfield 
elected to construct a competing sys- 
tem within the corporate limits of 
the city of Springfield and, in connec- 
tion therewith, has adopted rates which 
are in general lower than the existing 
rates charged by the Mountain States 
Power Company in the same area. 

That the operations of the Municipal 
Electric System of the city of Spring- 
field are, under the provisions of the 
Oregon Code, exempt from the juris- 
diction of the Public Utilities Commis- 
sioner of Oregon, which exemption 
includes rates and charges for service 
which might be furnished to its cus- 
tomers. 

That the optional schedules filed by 
the Mountain States Power Company 
would establish rates in the competi- 
tive area that would coincide with 
those adopted by the city of Spring- 
field. 

That any loss of revenue or any ex- 
traordinary expense that might be oc- 
casioned by the placing into effect of 
the proposed schedules will not be 
passed on to other users of the Moun- 
tain States Power Company’s service. 

That the company could not be or- 
dered to file a rate that does not per- 
mit a reasonable rate of return on its 
rate base. The company cannot, how- 
ever, be deprived of the right to meet 





RE MOUNTAIN STATES POWER CO. 


competition by the filing of reduced 
rates where the loss of revenue and 
the extraordinary expense of operation 
is charged to the stockholders and not 
borne by the ratepayers. 

That the company should be re- 
quired to keep all its books and records 
as they pertain to the operations in 
the city of Springfield and in the com- 
petitive area adjacent to the city in 
such a manner as to permit the ready 
determination of the amount of added 
expense, if any, to which the company 
might be placed as the result of such 
competition. 


Conclusions 


1. That Mountain States Power 
Company cannot be denied the right to 
meet a competitive situation by filing 
competitive rates which are the same 
as those placed in effect by the munic- 
ipality, and that such competition can- 


not be considered as discriminatory. 

2. That there is real competition ex- 
isting between the municipality and the 
public utility providing service in the 
same area, and the only obligation of 
the Commissioner is to see that, if the 
public utility meets the competition 
rate-wise, any resulting loss to the 
company must be reflected in the 
earnings to the stockholders and not 
be placed as an additional burden on 
the other ratepayers. 


ORDER 


It is therefore ordered that Optional 
Combined Residential Schedule SPB- 
2, Optional Commercial Lighting and 
Power Schedule SPA-3, Optional 
Commercial Water-heating Sched- 
ule SPE-3, Optional Commercial 
Lighting Schedule SPA-2, and Op- 
tional Lumber and Woodworking Mill 
Schedule SPD-3 of P. U. C. Or. Tariff 
No. 22 of Mountain States Power 
Company, filed March 20, 1950, be 
and the same are hereby approved to 
become effective with all meter read- 
ings taken on and after July 1, 1950. 

It is further ordered that Mountain 
States Power Company shall keep its 
books in a manner to be prescribed by 
the Commissioner so as to readily de- 
termine therefrom the added expense, 
if any, that is being experienced by 
the utility as the result of meeting such 
competition. 

It is further ordered that Mountain 
States Power Company shall not pass 
on to ratepayers of other communities 
and other districts served within the 
state of Oregon any loss in revenue or 
additional expense that is, or may be 
experienced by the company as the 
result of the filing of the competitive 
rate schedules. 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re Rochester Transit Corporation 


Case 15009 
August 30, 1950 


P ROCEEDING on motion of Commission as to increased fares on 
suburban and interurban lines of a transit company; new form 
of weekly permit authorized on experimental basis. 


Rates, § 519 — Transit company — Weekly permit. 
A transit company was allowed to substitute a weekly permit, permitting 
unlimited riding at an additional charge of 5 cents per ride, in place of the 
existing form of weekly pass permitting unlimited riding, such substitution 


to be tried on an experimental basis. 


By the Commission: The Roches- 
ter Transit Corporation has filed a 
new tariff providing for certain in- 
creases and changes in its fare struc- 
ture. This Commission immediately 
instituted a hearing. The company’s 
testimony indicates that on the basis 
of results for the first seven months of 
this year the company was sustaining 
operating losses at the rate of approx- 
imately $150,000 a year. These fig- 
ures do not include a recent wage in- 
crease which is estimated will cost 
$200,000 annually. The company has 
been losing money for the past two and 
a half years. 

Because of the critical financial con- 
dition of the Rochester Transit Corpo- 
ration it appears that immediate relief 
is required. It is generally realized 
that there must be either relief or 
bankruptcy. The company’s tariff in- 
troduces a novel feature not before 
tried in this state. It is the substitu- 
tion of a weekly permit permitting 


unlimited riding at an additional 
charge of 5 cents per ride for the 
present form of weekly pass. If the 
use by the riders in the city of Roches- 
ter of such permit proves successful, it 
should continue—otherwise abolished. 
Only experience can determine wheth- 
er this permit will prove popular with 
the public and what effect it will have 
upon the company’s revenues. In the 
course of further hearings in this case 
the form of the final fare structure can 
properly be determined. 

It may well be that a form of token 
rate will be a more adequate solution 
and the establishment of such token 
rate should be a matter of considera- 
tion by the management and the mu- 
nicipalities involved. 

The proceeding should be kept open 
in the public interest to provide a care- 
ful scrutiny of the effects of the experi- 
mental rates and any changes in eco- 
nomic conditions upon company rev- 
enues. 
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Commonwealth Edison to Build 
Third 150,000 Kw Unit 


THIRD 150,000 kilowatt unit has been or- 

dered for Commonwealth Edison Com- 
pany’s Ridgeland electric generating station, it 
is announced by Charles Y. Freeman, chairman. 
The new unit is expected to be ready for serv- 
ice in the fall of 1953. 

The first 150,000 kilowatt unit at Ridgeland 
will be completed and in operation before the 
end of the year, and will raise the total gen- 
erating capacity of the Edison system to 2,802,- 
000 kilowatts. 

A second new unit of equal capacity, now 
under construction, is scheduled for service 
late in 1951. 


McCabe-Powers Adds to Line 
Of Utility Bodies 


A™= transit-maintenance body has been 
added to the Powers-American line 
of public utility bodies and equipment. Ar- 
ranged to permit comfortable transit for four 
men, in addition to those in the truck cab, 
this new unit also provides compartment space 
for carrying a wide variety of tools and ma- 
terials. The body is particularly useful for 
surveying crews and maintenance gangs, and 
for transporting extra tools and men to large 
construction jobs. 

Compartments may be equipped with shelves, 
trays, and bins to meet the requirements of 
any operation. The body roof may be fitted 
with hand rails and hold-down straps, or can 
be equipped with ladder racks and material 
brackets. Inside seating arrangement can be 
altered to fit individual needs. 

For full particulars on this new body write 
Powers-American Division, McCabe-Pow- 
ers Auto Body Company, 5900 No. Broadway, 
St. Louis 15, Mo. 


Pyrene Releases New Air 
Foam Catalog 


AY entirely new brochure on air foam or 
mechanical foam for fire-fighting has 
been released by the Pyrene Manufacturing 
Company, Newark, New Jersey, and is avail- 
able on request to companies having oil storage 
tanks and other large flammable liquid fire 
hazards. 

_It describes air foam, methods of applica- 
tion, high and low expansion types of foam 
compound, specifications, and operating char- 
acteristics for five sizes of portable playpipes, 
mobile and stationary foam proportioning 
tanks and installations of the auto induction, 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relati 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


pressure line inductor, “around-the-pump” pro- 
portioner, self-contained and motor fire ap- 
paratus types. A selector valve for use with 
wetting. agent and foam compound carried on 
motor fire apparatus is also shown. 


Detroit Edison Announces 
Plans for New Plant 


ETAILED plans for a new 400,000 horsepower 

electric generating plant to be built on 
the St. Clair river front, midway between 
Marine City and St. Clair, were announced 
recently by The Detroit Edison Company. 

According to Paul W. Thompson, vice presi- 
dent in charge of engineering, the cost of the 
new plant, together with lines and other fa- 
cilities for transmission and distribution, will 
run to more than $35,000,000. Construction 
probably will begin-early in December. Com- 
pletion of the project is scheduled for the 
end of 1953. 

The new plant will be equipped with two 
steam turbo-generators with “nameplate rat- 
ings” of 125,000 kilowatts each. Actual capa- 
bility of the plant will be in excess of 300,000 
kilowatts, or 400,000 horsepower. 


Power Equipment Bulletin 


NEW 28-page bulletin briefly presenting 

products commonly used on power gen- 
erating, transmission, and distribution systems 
has been released by Allis-Chalmers Manu- 
facturing Company. 

The bulletin covers generation, distribution, 
and control equipment. Included under gen- 
eration are steam and hydraulic turbines, gen- 
erators, and such auxiliary equipment as con- 
densers, pumps, and water conditioning. 

The power distribution classification includes 
transformers, voltage regulators, unit substa- 
tions, and circuit breakers. Miscellaneous 
motor control, switchgear, and voltage regu- 
lation equipment is covered as well. 

Copies of “Allis-Chalmers Power Equip- 
ment,” Bulletin 25B6150C, are available upon 
request from Allis-Chalmers Manufacturing 
Company, Milwaukee, Wisconsin. 


New York State Elec. & Gas 
Plans Additional Facilities 


HE New York State Etecrric & Gas 

CorPoRATION, recently announced plans for 

the construction of a 500,000 kilowatt addition 

to its steam electric generating facilities at a 

location to be determined upon completion of 
engineering studies now under way. 

Construction of the addition will extend the 

(Continued on page 26) 
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INDUSTRIAL PROGRESS—( Continued) 





company’s long range program into 1953 to 
keep pace with the increasing demands for 
electricity. 

Arnold W. Milliken, general manager, said 
the order for the 100,000 kilowatt turbine gen- 
erator has been placed with the General Elec- 
po Company, for delivery in the spring of 
1953 

The turbine generator will be the largest 
single unit in the company’s system, exceeding 
by 25,000 kilowatts the 75,000 kilowatt addi- 
tion to Goudey station, now under construction 
at Westover, near Binghamton. 

The new facilities will be in addition to the 
company’s postwar expansion program for 
1945 through 1952 which is being carried out 
at a cost in excess of $120,000,000. This is 
approximately as much as the total amount 
of the company’s property at the end of 1944. 

Under the program, the company’s electric 
production capacity will be increased by about 
375,000 kilowatts to a total of 545,000 kilo- 
watts in 1953. At the beginning of World War 
II in 1941, the company’s total capacity was 
about 100,000 kilowatts. 
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Nicad Storage Batteries 
For Utility Services 


HE physical and electrical properties that 
make Nicad nickel cadmium alkaline stor- 
age batteries a low-cost, long-term source for 
switchgear operation, supervisory control and 
emergency lighting are described in bulletin 
No. 136, published by Nickel Cadmium Battery 
Corporation, Easthampton, Massachusetts, 
Dimensional and electrical capacity charts 
cover 19 different cell types designed for utility 
purposes. Basic operating characteristics of 
Nicad batteries, as applied to engine starting, 
heavy automotive, and supplementary utility 
installations are also covered in this bulletin. 


New Booklet on Regulators 


A™= 32-page booklet containing useful in- 
formation about pilot-operated pressure 
and temperature regulators is available from 
Spence Engineering Company, Inc., Walden, 
New York. 

Illustrated with photos, charts, and tables, 
the new booklet discusses main valves, con- 
trols, and strainers, and gives capacity and flow 
data as well as dimensions and weights. 

Case example problems are cited to help 
users select the correct type and size regulator 
for a particular application. Special sections of 
the new booklet treat in detail such subjects 
as thermostats, desuperheaters, electrically- 
controlled regulators, strainers and flange 
standards. 


Burndy Booklet Outlines 
Proper Sleeve Installation 


AN; 16-page instruction bulletin (No. HS 

51-3)—' ‘How to Install Burndy Hy- 
splices"—is available without charge from 
Burndy Engineering Company, Inc., 107 
Bruckner boulevard, New York 54, New York. 
Prepared specifically for line foremen and their 
installation crews, this booklet outlines the 
correct step-by-step procedure for proper in- 
stallation of sleeves without damage to tools 
and dies. 

This new bulletin will replace previous in- 
struction sheets in all future shipments of 
Burndy Hypress Y34A and Y48B. 


Centrifugal Pump Guide 


[fe comonnaes AL pumping units for every indus- 
try are catalogued in a new 16-page 
“Handy Guide to Selection of Centrifugal 
Pumps” released by Allis-Chalmers Manufac- 
turing Company, Milwaukee, Wisconsin. 

A wide variety of units are indexed in this 
bulletin including close-coupled, pedestal, dou- 
ble suction single stage, multi-stage, self-prim- 
ing, fractional horsepower, coolant and cir- 
culating, fire, process, solids handling, marine, 
rubber-lined, paper pulp, sewage, axial, and 
mixed flow pumps. 

Head capacity charts and tables for various 

(Continued on page 28) 
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types of the pumps are given along with data 
on sizes, capacities, and construction features. 

Copies of bulletin No. 52B6059G are avail- 
able upon request. 


Simpson Introduces New 
Panel Instruments 


HE Simpson E.ectrric Company, 5200 W. 
Kinzie street, Chicago, Illinois, is now mak- 
ing a line of modernistic panel instruments in 


three different sizes to supply customers with 
a complete line of both conventional and mod- 
ernistic design. 

These models, which were designed by Ray 
Simpson, come in 43, 34 and 2F inch sizes. 
The design is identical on all three of these 
new panel type meters. Model numbers are 
1029, 1027, and 1127. 

The large, easy-to-read scale means a great- 
er readability under all light conditions. The 
etched faces extend across the entire front 
of the meter and are covered with unbreakable 
plastic. Vertical chrome-plated strips are re- 
cessed into the plastic, fluted cover. 

Price information will be supplied on appli- 
cation. 


New Lewis-Shepard Bulletin 


a No. 28, covering one of the many 
groups of materials handling equipment 
manufactured by Lewis-Shepard, Inc., Water- 
town, Massachusetts, is just off the press. 

This bulletin deals wtih equipment for ver- 
tical movement in both storage and production 
operations and describes with specifications and 
illustrations the Lewis-Shepard line of stack- 
ers, handy hoisters, portable cranes and work- 
ing height lifters. 


SK Products Listed in Folder 


Aw St products list folder, entitled “Index 
K Equipment and Descriptive Bul- 
letins” has been issued by Schutte and Koert- 


ing Company. 

The folder lists SK products according to 
application and alphabetically, together with 
the numbered descriptive bulletin pertaining 
to each product. Copies of this folder are 
available from Schutte and Koerting Company, 
12th & Thompson streets, Philadelphia 22. 


F-W Cites Advantages of Dual 
Circulation Steam Generator 


| pense WHEELER CORPORATION points out the 
advantages of the Dual Circulation steam 
generator over conventional boilers in a copy- 
righted booklet issued recently entitled, “Dual 
Circulation Steam Generators for power and 
process steam of super purity.” 

Under modern operating conditions of high 
pressure and temperature, the problem of 
steam purity is of increasing concern to the 
designers and operators of industrial and cen- 
tral station steam generators. Foster Wheeler 
engineers have successfully met this challenge 
by developing the Dual Circulation steam gen- 
erator. 
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New International Service Truck de- 
signed for away-from-the-shop utility. 
Gives service men more compartment 
area for tools and supplies. Materials 
trays are built in, parts bins have di- 
viders. Body floor ribbed for strength, 
provided with drains. Compartments are 
weather-tight, doors have slam-action 
catches, locks all keyed alike. Shelves 
and partitions have rolled edges, to 
prevent cuts and torn clothing. 


ae 


nts 
NOW-a truck that saves you money, 


with a body you can bank on! 


ALL NEW, ALL PROVED 


NAN 
INTERNATIONAL “7 
wv 


INTERNATIONAL HARVESTER COMPANY 


Check out this new Interna- 
tional service truck with these 
economy ideas in mind: 

It’s lined with heavy-duty engi- 
neered truck stamina. That’s 
maintenance and repair dollars 
—saved. 


It’s powered by that new Silver 
Diamond valve-in-head engine, 
anall-truck engine, the one that’s 
set the record books on their ear 
for speed and smooth power 
with low gas consumption. 


It features the new Comfo-Vi- 
sion Cab—with thick-cushioned 
seating, one-piece, see-every- 
thing Sweepsight windshield, 
all-steel safety construction. 
That promises increased driving 


comfort and efficiency. 


And you can bank on additional 
savings from that all-steel serv- 
ice-utility body, because tools 
and time-on-the-job are money 
too. 


Doesn’t all that sound like a 
cost-wise investment on your 
job? The rest of the good news 
is waiting in the form of a dem- 
onstration at your nearby In- 
ternational Truck Dealer or 
Branch. Their sales and service 
facilities are all over the map. 


International Harvester Builds a 
McCormick Farm Equipment | 
Farmall Tractors... Motor Trucks 
Industrial Power... Refrigerators and Freezers 


TRUCKS 


CHICAGO 
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running lines into the future 
BARBADOES MARKS FIRST YEAR OF OPERATION 








>N 


ew turbines at BARBADOES 





o FOSTER WHEELER steam 
nerators supply steam for the 


ATION of PHILADELPHIA 
ECTRIC COMPANY. 


Capacity per Unit 600,000 Ib per hr 
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a HM  « . | | || /|-——— |e 
Superheater ora 825 psi i | - 
stear Temperature \ 900 F \ty maas : 
mous Coal Pulverized in FW Ball Mills (two per unit) S “Fe 
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The growth in the supply 
of electric power keeps 
pace with the rising pop- 
ulation and productivity 
of Philadelphia's highly 
industrialized Schuylkill 
Valley since two 66,000- 
kilowatt turbo - genera- 
tor units were installed a 
year ago in the $24,000,000 expansion of the 
Philadelphia Electric's Barbadoes Station. This 
station, which has a total capacity of 180,000 
kilowatts — enough for the needs of 500,000 
homes—is part of the Company's electric sys- 
tem covering an area of 2,255 square miles 
and serving more than 900,000 customers. 





A total of 1,200,000 Ib of steam per hr is 
supplied to the new turbo-generators by two 
Foster Wheeler Steam Generators which have 
a performance record proving the advantages 
of such Foster Wheeler design features as slag- 
free furnace arrangement, low draft loss, and 
efficient heat recovery arrangement. Each unit 
is fired by two Foster Wheeler Ball Mill Pulver- 
izers with facilities to permit full load operation 
with coal or gas. 

The most advanced techniques permit the 
handling of 12,000 tons of coal, 30,000,000 
pounds of steam and 250,000,000 gallons of 
water each day at Barbadoes. Only I! men 
per shift are required to operate the two new 
units and steam generators. 


FOSTER WHEELER CORPORATION «+ 165 BROADWAY + NEW YORK 6, NEW YORK 
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You can find many similar records 
of long service for these famous 
doors in the Kinnear files — more 
proof of the advantages of their in- 
terlocking steel-slat construction, 
originated by Kinnear. 

Kinnear Rolling Doors open straight 
upward and coil completely out of 
the way above the lintel. All sur- 
rounding floor, wall and ceiling 
space is fully usable at all times— 


Saving Ways in Doorways 


INNEAR 


a few repairs 
make it ready 
for 47 more 


no extra room is needed for opening 
and closing action. When closed, 
the doors give an extra measure of 
protection against fire, theft, intru- 
sion, wind and weather, or accidental 
damage. 

Kinnear Rolling Doors are built in 
any size, for easy installation in old 
or new buildings. Operation by 
hand-lift, chain, crank, or electric 
motor with pushbutton control. 
Write for details. 


The KINNEAR Manufacturing Co. 
Factories: 2060-80 Fields Ave., 
Columbus 16, Ohio 


1742 Yosemite Ave. 
San Francisco 24, Calif. 


Offices and Agents in Principal Cities 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





October 26, 1950 Public Utilities Fortnightly 





eee 
== 


Can You Be Confident? 


F in conjunction with your next annual meeting— 


or at some contemplated special meeting—pro- 


posals other than routine are to be voted upon—to raise 


debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 


the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 








National or Sectional Coverage 


* . 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS © PHILIP H. CARPENTER « WARREN W. AYRES 


70 PINE STREET, NEW YORK 5, NEW YORK 
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South Carolina Electric & Gas Company’s modern steam plant at Parr, S.C. 


At this modern station... 


Exide-Manchex Batteics§ ———o 


control battery, EME-13, mounted 
on two, 2-step racks. 


At the Parr, S.C. plant of the South Carolina Electric & 
Gas Company, positive switchgear operation is assured by 
the use of Exide-Manchex Batteries. They are used to 
operate the 132,000-volt, 600-ampere circuit breakers and 
to take on an intermittent load of 25 to 40 amperes required 
for slag removal equipment. 


You can always count on Exide-Manchex for proved depend- 
ability, long life and low cost maintenance. Important 
among its many features are: 


e@ the famous manchester positive plate with its exclusive 
lead button construction. 
e slotted plastic separators, impervious to chemical and 132,000-volt, 600-ampere oil circuit 


electrical reaction. breaker, operated by Exide-Manchex 
Batteries. 


e plastic spacers that maintain plate alignment. 
@ the latest development in molded glass jars. 


e heavy terminal posts with copper inserts for extra con- 
ductivity. 

Use the Exide-Manchex for all your stationary battery 

applications in central and sub-station service. 


THE ELECTRIC STORAGE BATTERY COMPANY 
Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and “‘“Manchex"’ Reg. Trade-markts U. S. Pat. OZ. 
A part of the 114 oe ae 
showing three ba: igh v 
1888... DEPENDABLE BATTERIES FOR 62 YEARS...1950  Srirenmnan'@® "098 Of Mie 
Pr et ode BL ea RL a ls i ap ROL RR EIT TG RE 
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MERC OID 
CONTROLS 


ou cen always count on 
their fine engineering 
to give very dependable 
service for a long time 
| They are built to last. 





THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American Arppraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 











a 





DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











£¢ Ford, Bacon & Davis 


s 8D Vv rare s Engineers CONSTRUCTION 


RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 











GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORK LOS ANGELES 
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PROFESSIONAIL DIRECTORY (continued) 
GILBERT ASSOCIATES, Ivc. 































one ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
sals, Steam, Electric, Gas Purchasing and Expediting 
> Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction Reading © New York © Houston Personnel Relations 
Inspections and Surveys 3 Original Cost Accounting 
Feed Water Treatment Philadelphia © Washington Accident Prevention 








—— HENKELS & McCOY —— 




















Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACT ORS RIGHT OF WAYS 
OVERHEAD UNDERGROUND PHILADELPHIA OHEMICAL CONTROL 
— CONSTRUCTION MAINTENANCE TRE® TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
, Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
F 1384 HOLLY AVENUE ° COLUMBUS, OHIO 











The Kuljfian Cyocation 


a ae 2 CONSTRUCTORS 
1200 NORTH BROAD STREET. PHILADELPHIA y | PA 


PE 





iallaleticls Mae Oa 




















WILLIAM S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
- NOROTON CONNECTICUT 





(Professional Directory Continued on Next Page) 
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LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 








ti 











N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES I 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS z ACCOUNTING, FINANCING, RATES, 
PURCHASING 7 INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET , CHICAGO 4, ILLINOIS 








ENGINEERS 
CONSTRUCTORS 


SANDERSON & PORTER Sap 

















ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 


Sargent & Lundy 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineerin 
80 BROAD STREET . NEW YORK 4, N. Y. 
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PROFESSIONAL DIRECTORY (concluded) 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 

Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators, industrial Bulidings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Agguatants « ae nresigntiens ° Reports 


rate mentee “te reciation, fixed qepteal 
reclassification, original cost, security issues. 











BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals Saneetigntiens and re 
ports, des and supervision of con- 
struction o Public t tility Properties 


4706 BROADWAY KANSAS CITY, MO. 


LUCAS & LUICK 


ENGINBERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cricaco 

















EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
TRANSMISSION LINBS—UNDERGROUND DistRri- 
BUTION — Power STATION — INDUSTRIAL — 

COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. CHicaco 




















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Reports—A 





Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


SLATER-BYRNE MANAGEMENT 
ASSOCIATES 


Raymond G. Ankner, Consultant 
Rate Cases — Special Studies 
Original Costs, Etc. 

50 Broadway, New York 4, N. Y. 
Tel. Digby 41910 











W. C. GILMAN & COMPANY 


Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 





+t Deve 


United States Testing Company, Inc. 























JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 











WESTCOTT & MAPES 


ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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The IBM Card Bill shown above is Nomore tedious hand sorting and adding 
new development which brings you the _ of stubs; no more costly errors; no time- 
ficiency and economy of completely and money-wasting delays from manual 
mechanized billing. Now the entire pro- handling and figuring. 
edure of computing and preparing both You'll want to know more about the 
egular and irregular bills and recording savings this development can effect for 
ayments is accomplished on automatic, you. An IBM representative will gladly 
high-speed IBM machines. provide you with complete details. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, New York 
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& Ever install a new film cutout 
and find it shorted when the current went on? 
You probably have, if you operate series 


street-lighting circuits. And if 


your experience is like most, 


the short in that 3'2¢ cutout cost 


you many dollars to correct. 


Now General Electric has developed, and in- pressure conditions, G.E. has produced evena 
stalled in its production line, an automatic tester better film cutout without any increase in price. 
which actually tests ‘each film cutout for shorts 
and insulation values—individually— before it is 
packaged. 


Individually tested film cutouts are another 
example of General Electric’s policy -- makin 


Starting with cutouts that are known for the the best, first. Next time you order a 
accuracy of breakdown, that are obtainable in specify General Electric and save your:clf time 
the right rating for the right lamp, and that are and money. Apparatus Department, Generd 
designed to operate under high temperature and Electric Company, Schenectady 5, N. Y 








